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BANKERS  AGREEMENT  OF  1920. 

Agr? f  m^ttt  made  at  the  City  of  New  York  this  5th 
day  of  October,  nineteen  hundred  and  twenty,  between 
the  Republic  of  Nicaragua  (hereinafter  called  the  "Re- 
public" ) ,  party  of  the  first  part,  and  Brown  Brothers  & 
Co.  and  J.  &  W.  Sei.igman  &  Co.^  copartnerships  doing 
business  in  the  City  of  New  York  (hereinafter  called  the 
"Bankers"),  parties  of  the  second  part; 

Whereas  tlie  Republic  desires  to  construct  and  equip 
a  line  of  railroad  to  connect  the  Lake  of  Nicaragua  with 
the  Atlantic  coast  at  Monkey  Point  (hereinafter  referred 
to  as  the  "Atlantic  Railroad"),  and  to  connect  said  road 
by  steamboats  on  the  Lake  of  Nicaragua,  or  otherwise, 
with  the  lines  of  the  "Feri-ocarril  del  Pacifico  de 
Nicaragua" ;  and 

Whereas,  for  the  foregoing  and  other  purposes,  the 
Republic  deems  it  advisable  to  acquire  the  complete  own- 
ership of  the  Ferrocarril  del  Pacifico  de  Nicaragua,  and 
proposes  to  issue  new  Bonds  and  two  Series  of  Treasury 
Bills;  and 

Whereas  the  Republic  also  desires  to  refund  its  out- 
standing Bonds  of  1909,  if  such  refunding  can  be  effected 
upon  advantageous  terms; 

Now,  therefore^  for  and  in  consideration  of  the 
premises  and  of  the  mutual  covenants  and  agreements 
hereinafter  set  forth,  it  is  hereby  agreed  as  follows : 

ARTICLE   FIRST. 

Preliminary  Surveys  for  Atlantic  Railroad. 

Pending  the  final  approval  of  this  agreement  by  the 
Congress  and  Executive  of  the  Republic,  and  in  order 


that  the  surveys  for  the  proposed  Atlantic  Railroad  may 
begin  at  the  earliest  possible  moment,  the  Republic  has 
appointed  engineers,  approved  by  the  Bankers,  for  the 
purpose  of  making  surveys.  The  expense  of  such  sur- 
veys shall  be  paid  out  of  the  first  moneys  deposited  in 
the  "Atlantic  Railroad  Construction  Fund"  hereinafter 
mentioned:  meantime  and  if  and  whenever  there  shall 
not  be  sufficient  moneys  in  said  Fund,  said  expenses  shall 
be  paid  by  the  Republic,  as  heretofore  authorized  by  the 
High  Commission,  out  of  the  Special  Fund  of  26,066.66 
cordobas  monthly  which,  under  the  provisions  of  section 
1,  Article  Sixth,  of  the  Financial  Plan  of  1917  and  the 
corresponding  provisions  of  the  Financial  Plan  of  1920, 
is  placed  under  the  control  of  the  High  Commission. 

ARTICLE    SECOND. 

Railroad  Commission. 

Section  1.  For  the  purposes  of  completing  the  sur- 
veys and  plans  for  the  Atlantic  Railroad  including 
wharves,  tei'minals,  boats,  ferries,  etc.;  of  determining 
the  precise  location  of  that  road  between  the  terminals  on 
Lake  Nicaragua  and  Monkey  Point;  of  passing  upon  the 
estimated  cost  of  said  Atlantic  Railroad ;  of  constructing 
and  equipping  the  same;  of  disbursing  the  "Atlantic  Rail- 
road Construction  Fund"  hereinafter  mentioned ;  of  oper- 
ating, both  the  existing  railroad  lines  of  the  Ferrocan*il 
del  Pacifico  de  Nicaragua  and  the  proposed  Atlantic  Rail- 
road; of  managing  the  new  railroad  company  or  com- 
panies hereinafter  mentioned,  so  long  as  any  of  the 
Republic's  Bonds  of  1920  or  its  two  series  of  Treasury 
Bills  of  1920,  hereinafter  mentioned,  shall  remain  out- 
standing and  unpaid  or  unprovided  for;  and  in  general 
to  do  all  acts  provided  to  be  done  by  it  under  this  Agree- 
ment, a  Railroad  Commission  shall  be  appointed,  com- 
posed of  five  members,  one  of  whom  shall  be  appointed  by 


the  President  of  the  Republic,  one  by  the  Secretary  of 
State  of  the  United  States,  and  three  by  the  Bankers. 

The  Railroad  Commission  shall  be  deemed  to  have 
been  duly  constituted  when  three  members  of  said  Com- 
mission shall  have  been  appointed  as  aforesaid. 

Section  2.  The  Republic,  the  Secretaiy  of  State  of 
the  United  States,  and  the  Bankers,  respectively,  shall 
have  the  right,  at  all  times,  to  remove  their  appointees 
and  to  appoint  new  Commissioners  in  the  place  of  those 
so  removed,  as  also  to  fill  vacancies  caused  by  the  death, 
resignation  or  disability  of  their  respective  appointees. 

Section  3.  The  Commissioners  to  be  appointed  respec- 
tively by  the  Republic  and  the  Bankei's  shall  reside  in 
Nicaragua,  unless  the  Minister  of  Finance  and  the 
Bankers  should  otherwise  determine,  and  shall  receive 
such  compensation  as  the  Minister  of  Finance  of  the 
Republic  and  the  Bankers  may  agree :  said  compensation, 
as  also  all  the  expenses  of  the  Commission,  shall  be  part 
of  the  construction  cost  of  the  Atlantic  Railroad  until 
its  completion;  meantime,  and  if  and  whenever  there 
shall  not  be  sufficient  monies  in  the  Atlantic  Railroad 
Construction  Fund  for  that  purpose,  such  compensa- 
tion shall  be  paid  by  the  Ferrocarril  del  Pacifico  de 
Nicaragua.  After  completion  of  said  road  said  com- 
pensation and  expenses  shall  be  paid,  one-half  thereof 
by  such  Comjiany  as  may  then  own  said  Atlantic  Rail- 
road, and  the  other  half  by  the  Ferrocariil  del  Pacifico 
de  Nicaragua  or  its  successors.  The  Commissioner  to 
be  appointed  by  the  Secretary  of  State  of  the  United 
States  need  not  reside  in  Nicaragua;  he  shall  receive 
as  compensation  for  his  services  as  such  Commissioner 
and  as  a  Director  of  the  Ferrocarril  del  Pacifico  de 
Nicaragua  and/or  of  the  new  railroad  company  or  com- 


panies  to  bo  orjjanizod,  siu-li  coinpeiisation  as  the  Minister 
of  Finance  and  the  IJaukeis  may  agree  with  the  approval 
of  the  Secretary  of  State  of  the  United  States.  Said 
Commissioner  shall,  in  addition  to  the  powers  and  dnties 
conferred  npon  liim  by  tliis  Agreement  liave  the  same 
powers  and  dnties  as,  nnder  Article  Eleventh  of  the 
Agreement  between  the  Republic  of  Nicaragua  and 
Brown  lirothers  &  Co.  and  J.  &  W.  Seligman  &  Co.,  of 
October  8,  1913,  appertained  to  the  "Railroad  Examiner" 
herein  mentioned. 

Section  4.  The  principal  office  of  the  Commission  shall 
be  at  Managua. 

Section  5.  The  Commission  sihall  have  power  to  do  all 
things  contemplated  in  Section  1  above,  and  for  that 
purpose  may  employ  such  engineers,  managers  and 
assistants  as  it  may  deem  proper;  it  shall  exereise 
absolute  control  and  supervision  over  the  constiniction 
and  equipment  of  the  Atlantic  Railroad,  with  authority 
to  make  contracts  in  connection  therewith  and  shall  con- 
ti*ol  the  operation  of  both  the  present  Pacific  Railroad 
and  the  Atlantic  Railroad  (Avhen  and  as  constructed 
and  equipped),  including  all  steamship  lines  and  ter- 
minals: such  management  and  control  shall,  however,  be 
subject  to  the  terms  (1)  of  the  charter  of  the  Ferrocarril 
del  Pacifico  de  Nicaragua,  (2)  of  the  concession  of  June 
19,  1912,  granted  by  the  Republic  to  the  Ferrocarril  del 
Pacifico  de  Nicaragua,  (3)  of  the  charter  or  charters  of 
the  railroad  company  or  companies  to  be  organized  as, 
hereinafter  provided  for  the  acquisition  of  the  present 
railroad  and  of  the  Atlantic  Railroad;  and  (4)  of  any 
concessions  which  the  Republic  may  grant  to  said  new 
railroad  company  or  companies.  The  Commission  shall 
a£t  by  majority  vote  of  its  members. 


Section  6.  The  Commission  may,  at  its  discretion, 
exercise  tlie  foregoing  powers  either  directly  or  as 
or  throug'h  the  Board  of  Directors  of  the  Ferrocarril 
del  Pacifico  de  Nicaragua  and/or  the  Board  of  Directors 
of  the  new  railroad  company  or  companies  to  be 
organized.  To  that  end  as  soon  as  may  be  feasible 
after  the  Republic  shall  have  acquired  all  of  the 
stock  of  the  Ferrocarril  del  Pacifico  de  Nicaragua  as  pro- 
vided in  x\rticle  Third  below,  tlie  number  of  Directors 
of  that  company  shall  be  reduced  to  five;  the  present 
Directors  shall  thereupon  resign,  and  the  members  of  the 
Railroad  Commission,  or  their  nominees,  shall  be  elected 
in  their  place:  upon  the  incorporation  of  the  proposed 
new  railroad  company  or  companies  the  members  of  the 
Railroad  Commission  or  their  nominees  shall  be  elected 
Directors.  At  all  subsequent  elections  of  said  corpora- 
tions the  tlien  members  of  the  Railroad  Commission  or 
their  nominees  shall  be  similarly  elected  Directors.  The 
Republic  shall  cause  the  stock  of  said  corporations  to 
be  voted  to  accomplish  the  foregoing  objects. 

ARTICLE   THIRD. 

Purchase  of  Railroad  Shares  by  Republic. 

For  the  purpose  of  enabling  the  Republic  to  carry  out 
the  plan  provided  for  in  this  agreement,  the  Republic 
shall  purchase  from  the  Bankers  and  the  Bankers  shall 
sell  to  the  Republic,  sixteen  thousand  eight  hundred  and 
thirty  (16,830)  shares  of  the  capital  stock  of  Ferrocarril 
del  Pacifico  de  Nicaragua,  in  payment  for  which  the 
Republic  (1)  shall  pay  to  the  Bankers  in  the  City  of 
New  York  the  sum  of  Three  hundred  thousand  Dollars 
(|300,000)  in  cash  simultaneously  with  the  execution  of 
this  agreement,  and  (2)  upon  the  deposit  by  the  Bankers 
of  said  shares  with  the  Trustee  under  the  Treasury  Bills, 


Series  A,  Trust  and  Fiscal  Agency  Contract,  bearing  even 
date  hei*ewith,  shall  deliver  to  the  Bankers  in  the  City  of 
New  York,  the  One  million  four  hundred  and  fifty 
thousand  Dollai-s  (11,450,000)  face  amount  of  Treasury 
Bills,  Series  A,  to  be  issued  under  said  Contract,  accom- 
panied by  the  payment  from  the  Republic  to  the  Bankers 
of  a  cash  commission  of  one  per  cent.  (1%)  on  the  face 
amount  of  said  Treasury  Bills. 

ARTICLE   FOURTH. 
New  Railroad  Companies. 

Section  1.  For  the  purpose  of  acquiring  the  owner- 
ship of,  and  operating  all  properties  at  present  belonging 
to  the  Ferrocarril  del  Pacifico  de  Nicaragua,  a  Maine  cor- 
poration, the  Republic  shall  cause  to  be  incorporated 
under  the  laws  of  Nicaragua  a  new  company  to  be  known 
as  "Ferrocarril  del  Pacifico  de  Nicaragua",  with  an 
authorized  capital  stock  of  3,300,000  cordobas,  divided 
into  shares  of  100  cordobas  each.  The  charter  and 
by-laws  of  such  company  shall  be  in  fonn  to  be  approved 
by  the  Bankers.  After  the  Republic  shall  have  acquired 
from  the  Bankei's,  as  aforesaid,  the  16,830  shares  of  stock 
of  the  present  Ferrocarril  del  Pacifico  de  Nicaragua,  but 
not  until  all  Treasury  Bills,  Series  A,  of  1920  shall  have 
been  paid,  the  Republic  shall  cause  that  company  to 
transfer  and  convey  to  the  new  Ferrocarril  del  Pacifico 
de  Nicaragua  all  of  the  former  company's  properties, 
concessions  and  franchises;  and,  in  payment  therefor, 
the  new  Ferrocarril  del  Pacifico  de  Nicaragua  shall  issue 
its  entire  capital  stock. 

Section  2.  For  the  purpose  of  constructing,  owning 
and  operating  the  proposed  Atlantic  Railroad,  the 
Republic  shall  cause  to  be  incorporated  under  the  laws 


of  Nicaragua  another  railroad  company,  to  be  known  as 
"Ferrooarril  del  Att.antico  de  Nicaragua",  with  such 
authorized  capital  as  the  Minister  of  Finance  and  the 
Railroad  Commission  may  detennine.  The  charter  and 
by-laws  of  such  company  shall  likewise  be  in  form  to  be 
approved  by  the  Bankers.  Upon  the  incorporation  of 
said  company,  or  immediately  thereafter,  the  Republic 
shall  grant  to  it  a  concession  for  the  construction,  equip- 
ment and  operation  of  the  Atlantic  Railroad,  similar  in 
all  respects  to  the  concession  heretofore,  on  June  19,  1912, 
granted  by  the  Republic  of  Nicaragua  to  the  present 
Ferrocarril  del  Pacifico  de  Nicaragua.  The  approval  of 
this  Agreement  by  the  Congress  and  the  Executive  of  the 
Republic  shall  be  regarded  as  sufficient  authority  and  a 
direction  to  the  Executive  to  immediately  grant  such 
concession.  Said  concession  shall  not  be  subject  to  the 
limitations  placed  upon  railroad  companies  in  general 
by  the  recent  Code  of  Commerce  of  the  Republic,  and 
said  Code  shall  be  amended  accordingly. 


'&'j 


Section  3.  Within  sixty  (60)  days  from  the  date  of  the 
signing  of  this  Agreement,  the  Republic  shall  (a)  cause 
to  be  duly  registered  in  the  proper  registry  offices  of 
the  Republic  all  of  the  titles  of  the  Ferrocarril  del 
Pacifico  de  Nicaragua  which  may  not  have  been  as  yet 
registered,  including  the  titles  to  the  company's  prop- 
erties at  Lake  Nicaragua,  on  the  San  Juan  river  and 
on  the  Atlantic  coast;  (5)  settle  the  action  heretofore 
brought  against  the  Ferrocarril  del  Pacifico  de  Nic- 
aragua by  the  Municipality  of  Managua  with  reference 
to  certain  lands  near  the  present  railroad  hospital; 
(c)  settle  all  other  suits  which  may  now  be  pending 
against  the  Ferrocarril  del  Pacifico  de  Nicaragua.  The 
Republic  shall  also  settle  any  other  suits  which  may 
be  brought  against  said  company  for  any  cause  arising 
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prior  to  the  deposit  by  the  Bankers  pursuant  to  the  pre- 
ceding Article  of  the  16,830  shares  of  railroad  stock  above 
mentioned,  and  shall  assume  full  liability  for,  and 
pi-omptly  pay  out  of  such  portion  of  its  Surplus 
Revenues  as  may  be  set  aside  from  time  to  time  for  public 
works  or  other  expenses,  any  and  all  judgments  which 
may  be  rendered  against  the  Ferrocarril  del  Pacifico  de 
Nicaragua  as  a  result  of  any  of  the  actions  above  referred 
to,  including  pending  suits  against  the  company  insti- 
tuted by  certain  individuals  named  Manchester  and 
Wiest,  also  by  the  Municipality  of  Managua,  and  by  other 
persons,  firms  or  municipal  or  private  corporations. 

Section  4.  Out  of  the  dividends  to  be  paid  by  the 
Ferrocarril  del  Pacifico  de  Nicaragua,  or  by  its  succes- 
sor, there  shall  be  set  aside  semi-annually  the  sum  of 
12,500  cordobas  to  be  applied  to  the  payment  of  such 
services  as  said  companies,  or  either  of  them,  may  render 
to  the  Government  with  reference  to  the  transport  of 
Government  freight  and  mail,  and  in  connection  with  such 
special  trains  or  special  cars  as  may  from  time  to  time  be 
required  by  the  Government.  This  Government  expense, 
up  to  the  limit  of  12,500  cordobas  each  six  months,  shall 
be  in  addition  to,  and  shall  not  form  a  part  of  the  Govern- 
ment's Budget.  If,  i^rior  to  the  expiration  of  any 
six-month  period,  the  charges  against  the  Government 
for  services  rendered  during  that  period  should  ex- 
ceed said  sum  of  12,500  cordobas,  any  excess  shall  be 
paid  by  the  Government  in  cash  on  the  first  day  of  the 
month  next  following  out  of  the  special  monthly  fund  of 
26,666.66  cordobas  referred  to  in  Section  1  of  Article 
Sixth  of  the  Financial  Plan  of  1920,  and  therein  set  aside 
for  "further  expenses"  of  the  Government  to  be  approved 
by  the  High  Commission.  Any  further  excess  charges 
thereafter  accruing  during  said  period  shall  be  paid 
monthly  in  like  manner. 


ARTICLE  FIFTH. 

Issue  of  Bonds  of  1920  and  Purchase  of  Bonds  of  1909. 

Section  1.  The  Republic  shall  issue  its  15-year  Bonds 
which  Khali  be  designated  and  known  as  the  "Seven  Per 
Cent,  15-Year  Sinking  Fund  Gold  Bonds  of  the  Republic 
of  Nicaragua"  (hereinbefore  and  hereinafter  for  brevity 
called  "Bonds  of  1920").  The  terms  and  conditions  of 
said  issue,  including  tlie  form  of  bonds  and  the  security 
therefor,  shall  be  those  set  forth  in  the  Bond  Trust  and 
Fiscal  Agency  Contract  to  be  executed  in  the  form  hereto 
annexed,  marked  Schedule  "A"  and  made  a  part  hereof. 

The  total  authorized  amount  of  such  issue  shall  be 
19,000,000,  including  any  Bonds  which  may  be  issued  pay- 
able in  Pounds  Sterling,  and  said  bonds  shall  be  available 
exclusively  for  the  following  purposes : 

(a)  For  the  construction  of  the  Atlantic 
Railroad,  and  the  acquisition  of  the  Republic's 
Bonds  of  1909,  which  remain  outstanding,  and 
for  any  other  purposes  which  may  be  approved 
by  the  Minister  of  Finance  of  the  Republic 
and  the  Bankers |5,500,000. 

(h)  For  the  payment  and  retirement  of 
the  Treasury  Bills,  Series  A,  hereinafter  men- 
tioned, and  after  the  payment  and  retirement 
of  all  said  Bills,  for  the  purposes  mentioned 
in   (a)   above |2,500,000. 

( c )  To  be  held  in  reserve  to  defray  possible 
increased  cost  of  the  proposed  Atlantic  Rail- 
road, and  for  such  other  purposes  as  the 
Minister  of  Finance  and  the  Bankers  may 
determine $1,000,000. 


Total , 19,000,000. 
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The  amount  of  Bonds  to  be  allocated  to  railroad  con- 
striution,  and  the  amount  to  be  alloeattMJ  (o  acquisition 
of  Bonds  of  1909  shall  be  determined  from  time  to 
time  by  the  ^finister  of  Finance  and  the  Bankers. 
The  proceeds  of  the  sale  of  Bonds  allocated  to  Railroad 
construction  shall  be  deposited  with  the  Bankers  as 
Fiscal  Ajrent  of  the  Republic,  and  shall  thereupon  become 
a  part  of  the  Atlantic  Railroad  Construction  Fund.  The 
Minister  of  Finance  of  the  Republic,  with  the  approval  of 
the  R{uliH)ad  Commission  and  the  consent  of  the  Bankers 
may  nevertheless  at  any  time  direct  that  money  so 
deposited  be  used  to  retire  Treasury  Bills,  Series  A,  of 
1920,  so  long  as  any  shall  be  outstanding,  and  thereafter 
to  retire  outstanding  Treasury  Bills,  Series  B,  of  1920. 

Section  2.  The  Bankers  shall  use  their  best  efforts 
and  endeavors  to  assist  the  Republic  in  the  exchange  or 
refunding  of  the  Bonds  of  1909,  upon  terms  and  conditions 
approved  by  the  Minister  of  Finance  of  the  Republic.  In 
order  the  better  to  etfect  such  exchange  or  refunding,  the 
negotiations  therefor  shall  be  conducted  exclusively  by 
the  Bankei-s,  who  are  hereby  constituted  special  agents  of 
the  Republic  in  that  connection.  For  this  service,  the 
Bankei*s  shall  receive  such  compensation  as  may  he  agreed 
upon  by  them  and  the  Minister  o^  Finance,  in  addition  to 
necessary  expenses,  payable  out  of  the  special  fund 
referred  to  in  subdivision  (2)  of  Sec-tion  1  of  Article 
Second  of  the  Finianeial  Plan  of  1920.  The  Republic 
shall  place  at  the  disiDosal  of  the  Bankers  for  the  purpose 
stated,  such  amount  of-  its  Bonds  of  1920  as  may  be 
approved  by  the  Minister  of  Finance. 

Section  3.  In  connection  with  such  exchange  or  re- 
funding, and  for  the  pui'pose  of  obtaining  funds  with 
which  to  purchase  Bonds  of  1909  for  account  of  the  Re- 
public, the  Bankers  may  acquire  from  the  Republic  the 
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number  of  Bonds  of  1920  requisite  for  that  purpose  at  a 
price  and  upon  conditions  approved  by  the  Minister  of 
Finance  of  the  Republic. 

Section  4.  The  purchase  or  refunding  of  the  Loan 
represented  by  said  Bonds  of  1909  shall  be  contingent,  at 
the  absolute  discretion  of  the  Bankers,  upon  the  acquisi- 
tion of  such  percentage,  if  any,  of  said  Bonds  as  the 
Bankers  may  approve. 

Section  5.  Such  of  the  Republic's  Bonds  of  1920  as 
may  be  exchanged  for  Bonds  of  1909  may,  at  the  option 
of  the  Bankei*s,  and  upon  such  terms  and  conditions  as 
they  may  determine,  be  issued  payable  both  as  to  prin- 
cipal and  interest  either  in  dollars  in  New  York  and/or 
in  Pounds  Sterling  in  London. 

Section  6.  If  the  Republic  shall  require  to  sell  any 
of  its  Bonds  of  1920  for  the  purpose  of  constructing  the 
Atlantic  Railroad,  or  for  any  other  purpose  as  herein  pro- 
vided, it  shall  offer  the  same  to  the  Bankers,  who  shall 
thereupon  have  a  prior  right  to  purchase  the  same  upon 
such  terms  as  may  be  agreed  upon :  if  no  agreement  should 
be  reached  in  this  regard,  the  Republic  shall  then  be  at 
liberty  to  dispose  of  the  Bonds  to  any  other  person  upon 
such  terms  as  the  Minister  of  Finance  may  deem  proper, 
not,  however,  at  a  lesser  price  than  that  at  which  they 
shall  have  been  offered  to  the  Bankers. 

Section  7.  The  proceed®  of  the  sale  of  the  Bonds  of 
1920  shall,  as  such  sales  may  from  time  to  time  be  made, 
be  held  by  or  deposited  with  the  Bankers,  to  be  disposed 
of  by  them  either  (1)  for  the  purchase  of  Bonds  of  1909, 
as  above  provided;  or  (2)  for  the  construction  and  equip- 
ment of  the  Atlantic  Railroad;  or  (3)  for  any  other  pur- 
poses which  may  be  agreed  upon  between  the  Bankers 
and  the  Minister  of  Finance  of  the  Republic :  such  of  said 


funds  as  may  be  held  for  construction  and  equipment  of 
tJie  Atlantic  Railroad  shall  constitute  a  part  of  the 
Atlantic  Railroad  Construction  Fund. 

ARTICLE    SIXTH. 

Treasury  Bills,  Series  A,  of  1920. 

Section  1.  The  Republic  shall  create  its  Treasury 
Bills,  Series  A,  of  1920  to  the  aggregate  principal  amount 
of  One  million  four  hundred  and  fifty  thousand  Dollars 
(11,450,000). 

Section  2.  The  terms  and  conditions  of  issue  of  said 
Treasury  Bills,  Series  A,  of  1920,  including  the  form  of 
such  Bills  and  the  security  therefor,  shall  be  those  set 
forth  in  a  contract  hereto  annexed  and  made  a  part 
hereof  as  Schedule  "B"  bearing  even  date  herewith  and 
entitled  "Treasury  Bills,  Series  A,  Trust  and  Fiscal 
Agency  Contract". 

Section  3.  The  Treasury  Bills,  Series  A,  of  1920, 
when  authenticated  and  delivered  by  the  Trustee  in  ac- 
cordance with  said  contract  Schedule  "B''  shall  be  dis- 
posed of  as  hereinbefore  in  Article  Third  provided. 

ARTICLE    SEVENTH. 

Treasury  Bills,  Series  B,  of  1920. 

Section  1.  The  Republic  shall  create  its  Treasury 
Bills,  Series  B,  of  1920,  to  be  issued  from  time  to  time, 
not  later  than  March  1,  1924,  bearing  interest  at  the  rate 
of  nine  per  cent,  per  annum,  and  to  mature  on  the  Feb- 
ruary 1st  or  August  1st,  next  following  the  date  of  their 
issue.  Said  Bills  shall  be  issued  to  such  an  amount  as 
may  l>e  required  to  finance  the  suiTey,  construction  and 
equipment  of  tlie  proposed  Atlantic  Railroad,  provided, 
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however,  that  not  more  than  |2,650,000  par  value  of  such 
Treasury  Bills  shall  be  issued  except  for  the  purpose  of 
taking  up  Treasury  Bills,  Series  B,  already  issued  as 
provided  in  Article  Second  of  a  Contract  hereto  annexed 
and  made  a  part  hereof  as  Schedule  G,  bearing  even  date 
herewith  and  entitled  "Treasury  Bills,  Series  B,  Trust 
and  Fiscal  Agency  Contract". 

Section  2.  For  the  purpose  of  providing  in  ample  time 
the  resources  required  for  constructing  the  Atlantic  Rail- 
road, and  for  the  purpose  of  facilitating  the  financing  of 
the  Treasui'y  Bills,  Series  B,  the  Railroad  Commission 
shall,  as  soon  after  its  appointment  as  practicable,  prepare 
and  deliver  to  the  Bankers  and  to  the  Minister  of  Finance 
of  the  Republic,  a  Budget  covering  the  expenses  of 
construction  up  to  August  1,  1921,  with  an  estimate 
of  the  resources  which  will  be  available  during  that 
period,  and  an  estimate  of  the  amount  of  Treasury  Bills, 
Series  B,  if  any,  which  it  will  require  to  be  sold.  There- 
after, similar  budgets,  shall  be  prepared  by  the  Railroad 
Commission  semi-annually  and  delivered  to  the  Bankers 
and  to  the  Minister  of  Finance  of  the  Republic  at  least 
20  days  before  the  first  of  February  and  August  of  each 
year.  Immediately  following  the  receipt  by  the  Minister  of 
Finance  of  each  of  said  budgets.  Treasury  Bills,  Series  B, 
to  be  dated  the  first  of  February  or  the  first  of  August  next 
following,  to  the  amount  estimated  in  such  budget,  shall 
be  offered  by  the  Minister  to  the  Bankers,  who  shall  have 
a  prior  right  to  purchase  the  same  upon  such  terms  as 
may  be  agreed  upon:  if  no  agreement  should  be  reached 
in  this  regard,  the  Republic  shall  then  be  at  liberty  to 
dispose  of  such  Treasury  Bills  to  any  other  person  upon 
such  terms  as  the  Minister  of  Finance  may  deem  proper, 
not  however,  at  a  lesser  price  than  that  at  which  they 
shall  have  been  offered  to  the  Bankers. 
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Section  3.  The  right  of  the  Government  to  issue  Treas- 
ury Bills,  Series  H,  as  above  provided  shall  be  conditioned 
upon  its  meeting  promptly  the  interest  charges  upon 
Treasury  Bills,  Series  A  and  Series  B,  then  outstanding, 
as  also  the  interest  and  sinking  fund  charges  upon  any 
Bonds  of  1909  or  of  1920  which  may  then  be  outstanding. 
If  there  should  be  any  default  in  the  payment  of  such 
charges,  or  any  of  them;  or  if  there  should  be  any  other 
default  in  the  performance  by  the  Republic  of  any  other 
obligations  which  it  may  assume  under  this  Agreement  or 
under  the  various  schedules  annexed  hereto,  no  further 
Ti-easuiy  Bills,  Series  B,  of  1920  shall  be  issued  except 
with  the  consent  of  the  Bankers. 

Section  4.  The  terms  and  conditions  of  issue  of  the 
Treasury  Bills,  Series  B,  of  1920,  including  the  form  of 
such  Bills  and  the  security  therefor,  shall  be  those  set 
forth  in  said  Schedule  C. 

ARTICLE  EIGHTH. 

Resources  Available  for  Construction  of  Atlantic 

Railroad. 

Section  1.  Except  in  so  far  as  the  resources  men- 
tioned under  (1),  (2),  (3),  and  (4)  below  may  be  re- 
quired, for  the  service  of  Treasury  Bills,  Series  A,  of  1920, 
or  for  the  service  of  the  Bonds  of  1920,  or  for  the  service 
of  the  Treasury  Bills,  Series  B,  of  1920 ;  and,  except  in 
the  contingency  referred  to  under  (3)  below,  the  follow- 
ing resources  shall  be  used  exclusively  to  pay  for  the  cost 
of  construction  and  equipment  of  the  proposed  Atlantic 
Railroad  (including  organization  expenses  of  Ferrocarril 
del  Atlantico  de  Nicaragua  and  expenses  in  connection 
with  the  mortgages  to  be  executed  by  it)  until  said  rail- 
road shall  have  been  certified  by  the  Railroad  Commis- 
sion to  have  been  completed : 
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(1)  Net  earnings  of  the  present  Ferrocarril  del  Pa- 
cifico  de  Nicaragua  or  its  successor  (after  pro\'iding. 
for  ordinary  repairs  and  ui!)keep)  available  for  and 
declared  as  dividends  of  the  Ferrocarril  del  Pacifico  de 
Nicaragua  or  of  its  successor — first  setting  aside,  how- 
ever, from  such  net  earnings  and  before  the  declaration 
of  dividends,  such  sum  or  sums  as  the  Railroad  Com- 
mission may  determine  to  be  reserved  for  betterments 
and  improvements.  There  shall  also  first  be  deducted 
from  any  dividends  declared  the  sum  of  12,500  cordobas 
semi-annually  or  such  portion  thereof  as  may  be  neces- 
sary for  payment  of  Grovernment  bills  for  transportation. 

(2)  Fifty  per  cent,  of  the  annual  Surplus  Revenues 
of  the  Republic  under  the  Financial  Plan  of  1920. 

(3)  One-half  of  the  remaining  fifty  per  cent,  of  said 
Surplus  Revenues,  except  in  so  far  as  this  percentage  of 
Surplus  Revenues  may,  in  default  of  other  revenues 
pledged  for  that  purpose^  be  required  to  meet  payments 
on  the  Guaranteed  Customs  Bonds. 

(4)  Dividends,  if  any,  of  the  Ferrocarril  del  Atlan- 
tico  de  Nicaragua. 

(5)  Proceeds  of  the  sale  of  Treasury  Bills,  Series 
B,  of  1920. 

(6)  Proceeds  of  the  sale  of  Bonds  of  1920  allocated 
to  railroad  construction,  subject,  however,  to  the  pro- 
visions of  Article  Fifth,  Section  1  above. 

To  the  extent  that  the  resources  mentioned  under 
(1),  (2),  (3)  and  (4)  above  may  be  directly  applied  to 
the  construction  of  the  railroad,  the  limit  of  |2,G50,000 
par  value  of  Treasury  Bills,  Series  B,  to  be  issued,  as 
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provided  in  Article  Seventh  above  shall  be  correspond- 
ingly reduced. 

Section  2.  The  peirentajrcs  of  Surplus  Revenues  men- 
tioned above  in  this  Article,  shall  remain  deposited  witli 
the  National  Hauk  of  Nicarajjna,  Inc.,  in  accordance  with 
this  Agreement  and  the  Financial  Plan  of  1920.  The  rail- 
road dividends  above  mentioned,  the  proceeds  of  the  sale 
of  Treasury  1  Jills,  Series  I?,  of  1920  as  provided  in  Article 
Seventh  above,  and  the  i)roceeds  of  the  sale  of  Bonds  of 
1920  allocated  to  railroad  construction,  shall  be 
deposited  with  the  Bankei*s  or  with  such  depositary  as 
they  may  designate.  All  funds  when  so  deposited,  either 
with  the  National  Bank  or  with  the  Bankers,  except  the 
resources  mentioned  in  (5)  and  (6)  of  the  precedini? 
section  of  this  Article,  shall,  so  far  as  required,  in  default 
of  other  revenues  primarily  ai)plicable  tliereto,  be  applied 
upon  direction  of  the  Bankers  to  the  service  of  Treasuiy 
Bills,  Series  A,  of  1920,  and  of  the  Bonds  of  1920  and  the 
Treasui-y  Bills,  Series  B,  of  1920,  and  the  balance  (includ- 
ing the  above-mentioned  amounts  under  (5)  and  (G)  of 
Section  1  of  this  Article)  shall  constitute  a  Special  Fund 
to  be  known  as  the  "Atlantic  Railroad  Construction 
Fund"  which  shall  be  used  to  pay  for  the  cost  of  con- 
struction and  e<iuipment  of  the  proposed  Atlantic  Rail- 
road and  for  such  other  payments  as  are  herein  or  in  the 
annexed  Schedules  provided  to  be  made  therefrom.  Pay- 
ments from  said  Fund  shall  be  made  only  against  vouch- 
ers duly  approved  by  the  Railroad  Commission  or  by  its 
duly  authorized  agent.  Upon  all  amounts  on  deposit 
with  the  Bankers,  or  with  depositaries  designated  by 
them,  as  aforesaid,  there  shall  be  credited  to  said  Fund 
interest  at  the  rate  of  2%  j>er  annum. 
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ARTICLE  NINTH. 

Amendment  of  Financial  Plan. 

The  Financial  Plan  of  1917  shall  be  and  the  same  is 
hereby  amended  as  of  Jannary  1,  1921,  as  set  forth  in 
Schedule  "D'',  hereto  annexed  and  made  a  part  hereof. 

ARTICLE   TENTH. 

Termination  of  Rights,  Duties  and  Obligations 
OP  Bankers. 

All  rights,  duties  and  obligations  which  may  apper- 
tain to  the  Bankers  under  this  Agreement,  or  under  any 
of  the  schedules  annexed  hereto,  whether  they  refer  to  the 
Railroad  Commission  or  Commissioners,  or  to  the  survey 
and  construction  of  the  Atlantic  Railroad,  or  to  the  man- 
agement of  the  Pacific  or  Atlantic  Railroads,  or  to  the 
Financial  Plan,  or  generally  to  the  affairs  of  the  Republic, 
may  be  terminated  at  any  time  by  the  Bankers  at  their 
option,  or  continued  by  one  of  them  and  terminated  by 
the  other;  and  in  case  there  should  be  outstanding  at  the 
date  of  such  termination  any  Treasury  Bills  of  1920  or 
any  Bonds  of  1920,  said  rights,  duties  and  obligations 
shall  pass  to  and  become  vested  in  such  person  or  per- 
sons ais  the  Bankers  may  nominate  and  the  Secretary  of 
State  of  the  United  States  may  approve. 

ARTICLE  ELEVENTH. 

Republic  to  Pay  Taxes. 

The  Republic,  out  of  the  portion  of  its  Surplus 
Revenues  available  for  public  works  or  other  expenses, 
shall  pay  the  stamp  or  other  duties  or  taxes,  if  any,  to 
which  under  the  laws  of  the  Republic  this  Agreement,  or 
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any  of  the  sehedulos  licrcto  juiiioxcmI,  luay  ho  subject, 
including  ull  transfer.  ieji:isti-.v  and  cither  taxen  lunv  or 
hereafter  established  by  or  within  the  Kepublic. 

ARTICLE   TWELFTH. 
Notices. 

Any  notice  under  this  Agi'eenient  by  the  Bankers  to 
the  Republic  shall  be  in  writing,  addressed  to  El  Ministro 
de  Hacienda  de  la  Repiiblica  de  Nicaragua ;  and  shall  be 
deemed  to  have  been  duly  given  if  delivered  at  the  Lega- 
tion of  the  Republic  in  AYashington,  District  of  Columbia, 
or  at  the  Consulate  of  the  Republic  in  the  City  of  New 
York,  or  if  deposited  in  the  mails  enclosed  in  a  sealed 
postage  prepaid  package  addressed  as  above  to  Managua, 
Nicaragua.  Service  of  such  notice  shall  be  deemed  com- 
plete as  of  the  date  of  such  delivery  or  as  of  the  date  of 
such  deposit  in  the  mails.  In  each  case,  however,  a  dupli- 
cate of  such  notice  shall  be  delivered  to  the  Department 
of  State  of  the  United  States. 

Any  notice  to  the  Bankers  shall  be  given  in  writing 
addressed  to  Brown  Brothers  &  Co.  and  J.  &  W.  Seligman 
&  Co.,  and  delivered  at  their  offices  in  the  City  of  New 
York. 

ARTICLE  THIRTEENTH. 

General  Provisions. 

Section  1.  This  Agreement  shall  be  deemed  to  be, 
and  shall  be  construed  as,  a  New  York  contract ;  and  time 
shall  be  of  the  essence  thereof.  The  provisions  of  this 
Agreement  shall  apply  to  and  in  respect  of  the  firms  of 
Bankers  constituting  the  parties  of  the  second  part,  as 
such  firms  shall  from  time  to  time  be  constituted,  without 
reference  to  any  change  of  membership. 
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Section  2.  This  Agreement  shall  bind,  and  is  for  the 
exclusive  benefit  of,  the  parties  hereto;  and  nothing 
herein  contained  shall  be  deemed  or  construed  as  creating 
any  trust  or  obligation  in  favor  of,  or  as  conferring  any 
privilege  or  benefit  whatsoever  upon,  any  holder  or  o\VTier 
of  the  Republic's  Bonds  of  1909  now  outstanding,  or  any 
creditor  of  the  Republic  or  any  person  or  corporation 
claiming  to  be  such  creditor. 

Section  3.  All  the  options  granted  hereunder  to  the 
parties  of  the  second  part  are  intended  for  their  joint 
benefit;  and  in  each  case  all  options  shall  be  exe"rcised 
jointly  by  both  firms  except  that  if,  in  the  case  of  any  par- 
ticular option,  either  of  said  firms  should  not  avail  itself 
of  the  option  privileges,  said  option  may  be  exercised  by 
and  shall  inure  to  the  benefit  of  the  other  firm. 

(Section  4.  Tlie  Bankers,  in  the  custody  of  money  re- 
ceived by  them  under  this  Agreement,  shall  be  liable  only 
as  bankers,  and  then  only  to  the  extent  of  such  moneys 
as  may  be  actually  in  their  respective  possession.  The 
Bankers  shall  not  be  chargeable  or  liable  or  responsible 
for  the  acts  or  defaults  of  any  other  party,  or  (except 
as  to  the  custody  of  moneys  aforesaid)  for  acts  or  failure 
to  act,  or  for  any  error  of  judgment  or  mistake  made  by 
them  in  good  faith,  or  for  the  act  or  default  of 'any  agent 
or  agents  selected  by  said  Bankers  with  due  care,  or  for 
anything  whatever  except  for  their  own  wilful  miscon- 
duct. The  Bankers  may  advise  with  legal  counsel,  and 
the  Bankers  shall  incur  no  liability  for  any  action  taken 
or  suffered  by  said  Bankers  in  accordance  with  the  opin- 
ion of  such  legal  counsel.  The  Bankers  shall  also  be  free 
from  liability  in  acting  upon  any  notice,  request,  consent, 
certificate,  paper  or  other  document  believed  by  said 
Bankers  to  be  genuine  and  to  be  signed  by  the  person  or 
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persons  imrjHu-tinjj  to  sign  the  same.  The  Bankers  shall 
incnr  no  liability  in  respect  to  the  validity  of  this  Agree- 
ment or  of  the  Treasury  Uills  of  V.)'20  or  of  the  Bonds  of 
1920  or  in  respect  to  the  \^ilue  of  the  secunty  for  said 
Bills  or  Bonds  or  for  the  genuineness,  validity  or  value 
of  any  shares  of  stock  deiK)sited  with  the  Trustee  under 
Schedules  "A",  "B''  and  "C,  or  in  respect  of  the  applica- 
tion of  the  "Atlantic  Railroad  Construction  Fund",  or  of 
the  proceetls  of  the  sale  of  any  Treasury  Bills  or  Bonds, 
or  of  any  other  funds  coming  into  their  hands  under  the 
provisions  of  this  Agreement. 

Section  5.  All  expenses  incident  to  the  constitution 
and  organization  of  the  new  Ferrocarril  del  Pacifico  de 
Nicaragua ;  to  the  conveyance  of  properties  from  the  old 
to  the  new  company;  to  the  dissolution  of  the  present 
Ferrocarril  del  Pacifico  de  Nicaragua;  and  to  the  execu- 
tion and  registration  of  the  railroad  mortgage  or  mort- 
gages to  be  executed  by  either  of  said  companies,  shall  be 
paid  either  by  the  Fen'ocarril  del  Pacifico  de  Nicaragua^J 
or  by  its  successor.  All  expenses  incident  to  the  consti- 
tution and  organization  of  the  Ferrocarril  del  AtMntico 
de  Nicaragua  and  to  the  execution  and  registration  of  the 
mortgage  or  mortgages  to  be  executed  by  that  company 
shall  be  paid  out  of  the  Atlantic  Railroad  Construction 
Fund.  All  other  expenses  in  connection  with  the  consti- 
tution of  all  other  security  provided  under  Schedules  A, 
B  and  C,  and  generally  all  expenses  connected  with  the 
negotiation  and  conclusion  of  this  Agreement  and  inci- 
dent to  the  carrying  out  of  the  plan  contemplated  here- 
under, including  counsel  fees  and  stamp  taxes  on  the 
transfer  of  stock  of  Ferrocarril  del  Pacifico  de  Nica- 
ragua hereunder  shall  be  for  account  of  the  Republic,  and, 
except  taxes  payable  in  Nicaragua,  shall  be  paid  out  of 
the  moneys  to   be  provided   in   accordance  with   Sub- 
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division  (2)  of  Section  1  of  Article  Second  of  the  Finan- 
cial Plan  of  1920. 

Section  6.  In  case  any  controversy,  question,  dispute 
or  diflficulty  whatsoever  shall  arise  regarding  the  inter- 
pretation, performance  or  otherwise  in  connection  with 
this  agreement,  such  controversy,  question,  dispute  or 
difficulty  so  arising  shall,  unless  otherwise  provided  in 
this  Agreement  or  in  the  Financial  Plan  of  1920,  imme- 
diately be  referred  by  any  of  the  parties  hereto  to  the 
Secretary  of  State  of  the  United  States  for  determination, 
decision  and  award  and  any  such  determination,  decision 
and  award  when  made  after  such  reference  shall  be 
accepted  by  the  parties  hereto  as  final  and  conclusive. 


ARTICLE  FOURTEENTH. 

Api'iiovAL  BY  Secretary  of  State  of  the  United  States. 

This  Agreement  has  been  submitted  to  the  Secretary 
of  State  of  the  United  States,  who  perceives  no  objection 
thereto  from  the  standpoint  of  the  Department  of  State 
of  the  United  States. 

ARTICLE   FIFTEENTH. 

Agreement  Ad  Referendum. 

This  Agreement  is  executed  ad  referendum  by  the 
Minister  of  Finance  and  Financial  Agent^of  the  Republic, 
subject  to  approval  and  ratification  by  the  Executive  and 
the  Congress  of  the  Republic.  In  case  said  approval  and 
"ratification  should  not  be  given  on  or  before  the  first 
day  of  December,  1920,  tlie  present  Agreement  shall  be 
null  and  void. 
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In  Witness  Whereof  the  Republic  has  caused  this 
Agreement  to  he  subscribed  on  its  behalf  by  Seiior  Don 
Octaviano  Cesar,  Minister  of  Finance  and  Financial 
Agent  of  the  Republic,  and  Brown  Brothers  &  Co.  and 
J.  &  W.  Selignian  &  Co.  have  hereunto  set  their  hands 
and  seals  the  day  and  year  first  above  written. 

This  Agreement  is  executed  in  quadruplicate. 

Octaviano  Cesar 
Minister  of  Finance  and  Financial  Agent 
of  the  Republic  of  Nicaragua. 

Brown  Brothers  &  Co.     [l.  s.] 
J.  &  W.  Seligman  &  Co.     [l.  s.] 
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REPUBLIC  OF  NICARAGUA 


AND 


CENTRAL  UNION  TRUST  COMPANY 
OF  NEW  YORK 


AND 


BROWN  BROTHERS  &  CO.  and  J.  &  W.  SELIGMAN&  CO. 


l&anh  ®ruat  anb  Jftaral  Agpttry  (Hnntrutt 


Dated:    October  5,  1920 


''BOND  TRUST  AND  FISCAL  AGENCY  CONTRACT" 

(Hdttttart  made  at  tlie  City  of  New  York,  this  fifth 
day  of  October,  nineteen  hundred  and  twenty,  be- 
tween the  Republic  of  Nicaragua  (hereinafter  called 
the  "Republic"),  party  of  the  first  part;  Central  Union 
Trust  Company  of  New  York^  a  corporatioji  organized 
under  the  Laws  of  the  State  of  New  York  (hereinafter 
called  the  "Trustee"),  party  of  the  second  part;  and 
Brown  Brothers  &  Co.  and  J.  &  W.  Seligman  k  Co., 
copartnerships  doing  business  in  the  City  of  New  York 
(wlio,  acting  together,  are  hereinafter  called  the  "Fiscal 
Agent" ) ,  parties  of  the  third  part ; 

Whereas^  the  Republic  desires  to  obtain  a  Loan  for 
the  purpose 

(a)  Of  aiding  in  the  construction  and  equipment  of 
a  railroad  to  connect  the  Lake  of  Nicaragua  with  the 
Atlantic  Coast  at  Monkey  Point  (hereinafter  referred  to 
as  the  "Atlantic  Railroad") ;  and 

(b)  Of  refunding  a  part  of  the  Republic's  outstand- 
ing indebtedness  and  for  other  purposes;  and 

Whereas,  in  order  to  carry  out  the  above  purposes, 
the  Republic  pix)poses  to  create  and  issue  its  Bonds 
to  the  aggregate  principal  amount  of  nine  million  dollars 
(19,000,000),  United  States  gold,  to  be  secured  under 
this  Contract  and  as  hereinafter  stated ;  and 

Whereas,  the  Republic  desires  the  Central  Union 
Trust  Company  of  New  York,  to  act  as  Trustee  under 
this  Contract,  and  as  Transfer  Agent  of  such  Bonds;  and 


desires  Brown  Brothers  &  Co.  ami  J.  &  W.  Seliji;inan  &  Co. 
to  act  jointly  as  Fiscal  Agent  of  the  Republic  in  respect 
of  the  proposed  Ix)an,  witli  the  powers  and  duties  here- 
inafter prescribed: 

Now,  THEREFORE,  in  considei"ation  of  the  premises  and 
of  the  mutual  covenants  and  undertakings  hereinafter 
contained,  the  parties  hereto  covenant  and  agree  to  and 
with  each  other  as  follows : 

ARTICLE  FIRST. 

The  Bonds. 

Section  1.  The  Republic  shall  issue  its  Bonds  to  the 
aggi'egate    principal    amount    of    nine    million    dollars 

($9,000,000),  United  States  gold,  which  shall  be  desig- 
nated and  known  as  the  "Seven  per  cent.  15-Year  Sink- 
ing Fund  Gold  Bonds  of  the  Republic  of  Nicaragua,'' 
herein,  for  brevity,  called  the  "Bonds  of  1920"  or  the 
"Bonds".  The  total  amount  of  Bonds  to  be  issued  shall 
not  exceed  the  principal  sum  of  nine  million  dollars 

(19,000,000). 

Section  2.  The  Bonds  shall  all  bear  the  date  of  the 
first  issue  of  Bonds  hei-eunder;  they  shall  mature  fifteen 
(15)  years  from  their  date,  and  shall  bear  interest 
(represented  by  coupons)  at  the  rate  of  seven  per  cent. 
(7%)  per  annum,  payable  semi-annually  on  January  1st 
and  July  1st  of  each  year;  the  principal  and  interest  shall 
be  payable  in  United  States  gold  coin  of,  or  equal  to  the 
standard  of  weight  and  fineness  existing  at  the  date  of 
the  Bonds,  except  that  certain  of  said  Bonds  may  be 
made  payaible  in  Pounds  Sterling  as  provided  in  section 
3  below.  The  Bonds  shall  be  subject  to  redemption  out 
of  the  Sinking  Fund  or  otherwise,  as  hereinafter  pro- 
vided, at  par  and  accrued  interest  on  the  first  day  of 
July  of  any  year,  as  hereinafter  provided. 
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When  and  as  paid  all  coupons  shall  forthwith  be 
cancelled  by  the  Fiscal  Agent  and  delivered  to  the  Trus- 
tee. In  authenticating  any  of  the  Bonds  the  Trustee  may 
rely  and  shall  be  fully  protected  in  acting  upon  the  state- 
ment in  writing  of  the  Minister  of  Finance  of  the 
Republic  as  to  the  ratification  of  this  Contract  by  the 
Executive  and  Congress  of  the  Republic,  and  as  to  the  due 
registration  of  the  mortgages  hereinafter  provided  for. 

Section  3,  The  Bonds  shall  be  of  such  denominations 
as  from  time  to  time  may  be  determined  by  the  Fiscal 
Agent.  Tliey  may  be  issued  in  dollars,  in  pounds  ster- 
ling, or  in  both  dollars  and  pounds  sterling,  at  a  rate 
or  rates  of  exchange  to  l>e  determined  by  the  Fiscal 
Agent  within  limits  agreed  upon  between  the  Minister 
of  Finance  and  the  Fiscal  Agent.  The  Bonds  of  each 
currency  and  of  each  denomination  shall  be  designated 
by  a  distinctive  letter  and  shall  be  numbered  consecu- 
tively. ? 

Section  4.  The  Bonds,  both  as  to  principal  and  inter- 
est, shall  be  payable  at  the  office  of  the  Fiscal  Agent  in  the 
City  of  New  York;  except  that  the  Bonds  payable  in 
Pounds  Sterling,  if  so  issued,  may  be  made  payable  in 
London  at  the  agreed  upon  rate  of  exchange  above 
referred  to,  and  at  such  place  in  said  City  as  shall  be 
specified  in  said  Bonds,  or  in  the  interest  coupons,  or  as 
may  be  determined  from  time  to  time  by  the  Fiscal 
Agent. 

Section  5.  The  Bonds,  if  made  payable  in  United 
States  gold,  together  with  the  coupons  pertaining  thereto, 
shall  be  substantially  in  the  form  and  of  the  tenor  and 
purport  as  shown  in  Schedule  A-1,  hereto  annexed;  if 
made  payable  in  Pounds  Sterling,  the  form  of  the  Bonds 
and  coupons  shall  be  made  to  conform.     The  text  of  each 


Bond  and  Coiii>on  may  be  either  in  English  or  in  both  the 
English  and  Spanish  languages,  as  the  Fiscal  Agent  may 
determine,  but  in  each  and  every  case  the  English  text 
shall  govern.  The  Bonds  shall  have  thereon  the  seal  of 
the  Department  of  Finance  of  the  Republic;  and  all 
Bonds  shall  be  signed  in  the  City  of  New  York  by  the 
Minister  of  Finance  of  the  Republic,  or  shall  bear  his 
engraved  fac-simile  signature;  in  the  latter  case  they 
shall  be  signed  in  said  City  by  a  Special  Delegate  of  the 
Republic  to  be  appointed  in  writing  by  the  Minister  of 
Finance.  The  coupons  shall  bear  tlie  engraved  fac-simile 
signature  of  the  Minister  of  Finance  of  the  Republic.  The 
printing  and  engraving  of  both  the  temi>orary  and  defini- 
tive Bonds  shall  be  under  the  direction  of  the  Fiscal  Agent. 

Section  6.  Each  Bond  shall  bear  endoi^sed  thereon 
a  certificate  substantially  in  the  form  as  shown  i:i 
Schedule  A-2,  which  shall  be  signed  by  the  Trustee  au- 
thenticating snch  bond:  no  Bond  shall  be  valid  without 
such  certificate  so  signed;  and  such  certificate  shall  Ix? 
conclusive  evidence  that  the  Bond  so  certified  ha*^  been 
duly  issued  in  pursuance  of  this  Contiiact,  and  that  the 
holder  is  entitled  to  the  benefits  thereof.  Before  certi- 
fying bonds  as  aforesaid,  the  Trustee  shall  detach  and 
cancel  all  matured  coupons. 

Section  7.  The  Bonds  shall  be  payable  to  l>earer ;  with 
the  privilege,  on  the  part  of  the  holder  of  any  Bond,  under 
such  regulations  as  the  Fiscal  Agent  may  prescribe,  to 
have  such  Bond  registered  as  to  principal  at  the  office  of 
the  Trustee  in  the  City  of  New  York  or  at  such  other 
places  and  under  such  regulations  as  the  Minister  of  Fi- 
nance of  the  Republic  and  the  Fiscal  Agent  of  the  Loan 
from  time  to  time  may  prescribe  after  agreement  with  the 
Trustee  thereon.     For  the  purposes  aforesaid  the  Trustee 


is  hereby  appointed  transfer  agent  for  the  Bonds.  After 
such  registration,  the  principal  shall  be  payable  only  to 
the  registered  holder ;  but  the  same  may  be  transferred  to 
another  registered  holder  and  may  be  discharged  from 
registry  by  being  transferred  to  bearer  on  the  books  of  the 
Transfer  Agent.  Coupons  shall,  in  all  cases,  be  payable 
to  bearer. 

Any  Bonds  redeemed  or  purchased  by  the  Fiscal  Agent 
for  account  of  the  Sinking  Fund  or  otherwise  as  herein- 
after provided,  shall,  upon  their  delivery  to  the  Trustee, 
be  appi-opriately  stamped  as  Bonds  held  by  said  Trustee 
under  the  provisions  of  Article  Fourth  hereof;  coupons 
attached  to  such  Bonds  shall  not  be  cancelled,  and  there- 
after all  interest  accruing  upon  such  Bonds  shall,  as 
the  same  becomes  due,  be  applied  by  the  Fiscal  Agent  for 
the  benefit  of  the  Sinking  Fund. 

Section  8.  The  bearer  of  any  coupon  or  of  any  bearer 
Bond,  or,  if  registered,  the  registered  holder  of  such  regis- 
tered Bond,  may  be  deemed  and  treated  by  the  Republic, 
the  Trustee  and  the  Fiscal  Agent,  and  each  of  them,  as 
the  absolute  owner  of  such  coupon  or  Bond,  as  the  case 
may  be,  for  the  purpose  of  receiving  payment  therefor, 
and  for  all  other  purposes ;  and  no  notice  to  the  contrary 
shall  affect  the  Republic,  the  Trustee  or  the  Fiscal  Agent. 

Section  9.  In  case  any  Bond,  with  its  coupons, 
should  become  mutilated  or  should  be  destroyed  or  lost, 
the  Republic  may  issue  and  thereupon  the  Trustee  at  the 
request  of  the  Minister  of  Finance  of  the  Republic  shall 
authenticate  and  deliver  a  new  Bond  of  like  amount, 
tenor  and  date,  bearing  the  same  sei-ial  number  and  desig- 
nation in  exchange  and  substitution  for  and  upon  can- 
cellation of  the  mutilated  Bond  and  its  coupons,  or  in 
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lieu  of  and  substitution  for  the  Bond  and  its  coupons  so 
destroyed  or  lost;  but  in  tlie  case  of  a  destroyed  or  lost 
Bond,  such  new  Bond  shall  be  issued  only  in  the  discre^ 
tion  of  the  Republic  and  of  the  Tnistee,  upon  receipt  by 
the  Republic  and  by  the  Trustee  of  evidence  satisfactory 
to  them  of  the  destruction  or  loss  of  such  Bond  and  its 
coupons,  and  upon  receipt  also  of  indemnity  satisfactory 
to  said  Republic  and  Trustee. 

Upon  the  surrender  and  cancellation  of  Bonds  of  any 
denomination,  the  Republic  shall,  at  the  request  of  the 
Fiscal  Agent,  issue,  and  the  Trustee  shall  thereupon  au- 
thenticate and  deliver  in  exchange  therefor.  Bonds  of 
a  different  denomination,  or  different  denominations,  to 
an  amount  in  the  aggregate  equal  to  the  aggregate  amount 
of  the  Bonds  so  surrendered  and  cancelled;  provided, 
however,  that  the  holders  of  Bonds  which  have  been 
drawn  for  redemption  shall  not  have  the  privilege  of 
exchanging  said  Bonds  as  aforesaid. 

Section  10.  When,  and  as  from  time  to  time  re- 
quested by  the  Fiscal  Agent,  the  Republic  shall  make  ox 
authorize  to  be  made  application  for  official  listing  of 
the  Bonds  on  the  Stock  Exchanges  in  New  York  and/or 
London,  and/or  in  any  other  cities  which  the  Fiscal 
Agent  may  designate;  and  for  that  purpose  shali  pre- 
pare the  necessary  prospectuses  under  the  direction  of 
the  Fiscal  Agent.  Such  applications,  and  any  other 
documents  which  may  be  necessary,  shall  be  signed  on 
behalf  of  the  Republic  by  its  Minister  of  Finance  or  by 
some  other  qualified  officer  or  person,  or  otbenvise  as 
may  be  required;  and,  from  time  to  time,  the  Republic 
^hall  take  such  action  and  shall  make  such  agreements  as 
may  be  requisite  in  order  to  secure  an  official  listing 
of  the  Bonds  on  such  Exchanges,  or  as  may  facilitate  the 
sale  and  delivery  of  the  Bonds  in  any  of  said  cities. 


Section  11.  Pending  the  engraving  and  execution  of 
definitive  l^onds,  the  Republic  may  execute  and  deliver 
to  the  Trustee  temporary  printed  bearer  Bonds,  substan- 
tially of  the  tenor  of  the  definitive  Bonds,  except  that  no 
coupons  shall  be  attached  thereto;  and  each  Bond  shall 
be  issued  in  such  form  and  in  such  denomination  or  de- 
nominations as  the  Fiscal  Agent  may  deter-mine.  Each 
temjwrary  Bond  shall  have  printed  upon  its  face  "Tem- 
porary Bond  Exchangeable  for  Definitive  Bond",  and 
shall  be  authenticated  by  the  Trustee  in  the  same  manner 
and  with  like  effect  as  a  definitive  Bond.  Such  tempo- 
rary Bonds  shall  be  exchangeable  for  definitive  Bonds 
when  engraved  and  executed;  and,  upon  any  such  ex- 
change, such  temporary  Bonds  shall  forthwith  be  can- 
celled by  the  Trustee,  and  having  been  so  cancelled  shall 
be  physically  destroyed  in  the  presence  of  a  represen- 
tative of  the  Trustee  and  of  a  representative  of  the 
Republic;  said  representatives  shall  thereupon  together 
execute  in  triplicate  a  certificate  attesting  such  destruc- 
tion; and  shall  deliver  one  countei^part  thereof  to  the 
Republic,  one  counterpart  to  the  Trustee  and  one  coun- 
terpart to  the  Department  of  State  of  the  United  States. 
Until  so  exchanged  said  temporary  Bonds  shall  in  all 
respects  be  secured  under  this  Contract;  and,  when  and 
as  payable,  interest  shall  be  paid  to  bearer  and  noted  on 
the  Bonds.  Without  unreasonable  delay,  the  Republic 
shall  cause  the  definitive  Bonds  in  engraved  form  to  be 
duly  executed  and  delivered  to  the  Trustee,  to  be  ex- 
changed for  such  temporary  Bonds  upon  surrender 
thereof  to  the  Trustee. 

Section  12.  The  Loan  represented  by  the  proposed 
Bonds  shall  constitute  and  is  hereby  declared  to  be  a 
direct  liability  and  obligation  of  the  Republic  irrespective 
of  any  security  provided  hereunder;  and  the  Republic 


hereby  pledges  its  faith  and  credit  for  the  due  and 
punctual  payment  of  the  principal  and  interest  of  the 
Loan  and  of  all  amounts  required  for  or  incident  to  the 
service  of  the  Loan,  and  for  the  performance  of  all  the 
undertakings  herein  contained  on  its  part  to  be  per- 
formed. 

Section  13.  The  exx>enses  of  printing  and  engraving 
the  provisional  and  definitive  Bonds,  the  cost  involved  in 
the  listing  of  those  Bonds  on  the  Exchanges,  the  cost  of 
such  foreign  stamp  taxes  as  may  be  incurred  on  the  issue, 
including  any  taxes  which  may  be  payable  in  the  United 
States,  the  compensation  and  exi>enses  of  the  Trustee 
for  authenticating  the  Bonds,  and  the  shipping  and  insur- 
ance expenses,  if  any,  shall  be  paid  by  the  Bankers  for 
account  of  the  Kepublic  out  of  the  moneys  to  be  provided 
in  accordance  with  subdivision  (2)  of  Section  1  of  Article 
Second  of  the  Financial  Plan  of  1920. 

Section  14.  The  Bonds  shall  always  be  exempt  both 
as  to  principal  and  interest,  from  any  and  all  imposts, 
contributions  or  other  taxes  now  or  hereafter  levied  or 
collected  by  or  in  the  Republic,  whether  they  be  on  said 
Bonds,  the  income  derived  therefrom  or  on  the  holder 
thereof;  and  whether  the  latter  be  a  Nicaraguan  citizen 
or  a  citizen  of  a  State  friendly  or  hostile  to  the  Republic 
of  Nicaragua.  The  Republic  shall  furthermore  pay  and 
discharge  any  and  all  imposts  or  other  taxes  now  leviable 
or  collectible,  or  which  may  hereafter  be  levied  or  col- 
lected, on  said  Bonds  by  the  Republic  or  by  any  political 
authority  ^xithin  the  Republic;  whether  such  impost  or 
tax  be  on  said  Bonds,  the  income  derived  therefrom,  or 
on  the  holder  thereof;  and  whether  the  latter  be  a  Nicara- 
guan citizen  or  a  citizen  of  a  State  friendly  or  hostile  to 
the  Republic  of  Nicaragua. 
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All  stamp  or  other  duties  and  taxes  to  which  this 
Contract  and  all  other  documents,  whether  public  or 
private,  and  whether  executed  in  the  Republic  of  Nicara- 
gua or  in  the  United  States  of  America  under  the  terms 
of  this  Contract,  or  in  execution  thereof,  may  be  subject, 
as  well  as  all  notarial,  registry  and  other  expenses  con- 
nected mth  the  execution  and  recording  of  said  instru- 
ments, shall  be  paid  by  the  Republic  out  of  the  portion  of 
its  Surplus  Revenues  available  for  public  works  and  other 
expenses. 

Section  15.  The  Republic  hereby  represents  and  de- 
clares that  all  acts,  conditions  and  legal  formalities  whicli 
should  have  been  done  or  which  should  have  happened 
or  existed  prior  to  the  issuance  of  the  Bonds,  have 
existed,  happened  or  been  done  as  required  by  the  con- 
stitution and  laws  of  the  Republic  and  in  strict  accord- 
ance therewith. 

ARTICLE  SECOND. 

Security. 

'  Section  1.  The  principal  and  interest  of  the  Bonds, 
the  instalments  of  the  Sinking  Fund  hereinafter  provided 
for,  and  all  other  amounts  required  for  or  incident  to  the 
service  of  the  Loan,  as  also  the  performance  by  the  Re- 
public of  all  of  its  obligations  under  this  Contract,  shall 
be  secured  as  follows: 

(a.)  By  a  lien  and  charge,  hereby  constituted,  upon 
all  customs  duties  receivable  by  or  for  the  Republic  on 
and  after  the  date  of  the  Bonds  to  be  issued  hereunder, 
whether  such  customs  duties  be  imposed  upon  exports  or 
imports,  subject  only  to  the  prior  liens  referred  to  in 
subdivisions  (1)  to  (4)  inclusive  of  Section  1  of  Article 
Second  of  the  Financial  Plan  of  1920,  and  excepting 

A 
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from  said  lien  and  charge  that  portion  of  the  customs 
revenues  known  as  the  "121/2.%  Surtax". 

(h)  By  a  first  pledge  of  such  of  the  Republic's  Bonds 
of  1909  as  may  be  acquired  by  the  Republic,  or  for 
its  account,  under  thef  terms  of  ao  Agreement  bearing 
even  date  herewith  between  the  Republic  and  Brown 
Brothers  &  Co.  and  J.  &  W.  Seligman  &  Co.  (hereinafter 
refen*ed  to  as  "Bankers  Agreement  of  1920''),  which 
Bonds  the  Republic  will  deposit  or  cause  to  be  deposited 
Tsith  the  Trustee  as  and  when  so  acquired;  it  being  pro- 
vided, liowever,  that  when  all  of  said  Bonds  of  1909  shall 
have  been  so  acquired  and  deposited,  the  same  may  be 
cancelled  at  the  option  of  the  Bankers  and  surrendered  to 
the  Republic,  in  which  case  all  the  liens  theretofore  secur- 
ing that  issue  of  bonds  shall  inure  to  the  benefit  of  the 
holders  of  the  Bonds  of  1920.  Bonds  of  1909  acquired  and 
deposited  as  aforesaid  shall  cease  to  bear  interest  from  the 
date  of  such  deposit  so  long  as  there  shall  be  no  default  in 
the  payment  of  interest  and  sinking  fund  on  the  Bonds  of 
1920  and  the  coupons  representing  such  interest  shall 
f I'om  time  to  time  be  cancelled ;  but  such  bonds  shall  con- 
tinue available  for  purposes  of  redemption  under  the  sink- 
ing fund  provisions  of  the  Agreements  of  May  25, 1912,  be- 
tween the  Republic  and  the  Corporation  of  Foreign 
Bondholders  of  London.  The  Fiscal  Agent  may,  from 
time  to  time,  offer  any  or  all  of  the  Bonds  of  1909 
so  deposited,  for  purchase  under  the  sinking  fund 
applicable  to  the  Bonds  of  1909  at  prices  to  be  deter- 
mined by  it;  and  upon  such  offer  being  accepted, 
the  Trustee  shall  deliver  the  same  upon  the  order  of  the 
Fiscal  Agent.  Any  sums  paid  to  the  Fiscal  Agent  in  re- 
spect of  such  sales  or  redemption  shall  become  a  part 
of  the  Sinking  Fund  under  this  Contract  and  shall  be 
credited  on  account  of  the  sums  receivable  from  the  Re- 
public for  such  Sinking  Fund.    On  and  after  the  date  of 
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any  default  in  respect  to  interest  or  sinking  fund  on  the 
bonds  of  1920,  the  interest  on  the  1909  bonds  deposited 
as  aforesaid  shall  become  payable  in  the  same  manner 
as  on  outstanding  1909  bonds  and  the  Trustee  shall  deliver 
as  they  mature  the  coupons  representing  the  same  to  the 
Fiscal  Agent,  who  shall  apply  all  amounts  collected  there- 
on for  the  service  of  the  Bonds  of  1920. 

(c)  By  a  mortgage  and  lien  upon  all  the  property 
and  earnings  of  the  Ferrocarril  del  Pacifico  de  Nicaragua, 
including  its  franchises,  concessions,  equipment  and  other 
appurtenances,  subject  only  to  a  prior  mortgage  and 
lien  thereon  in  favor  of  the  Treasury  Bills,  Series  A,  as 
set  forth  in  the  Treasury  Bills,  Series  A,  Trust  and  Fiscal 
Agency  contract  bearing  even  date  herewith.  In  order 
that  said  mortgage  and  lien  may  be  duly  constituted,  the 
Republic,  as  soon  as  it  shall  have  acquired  all  of  the  stock 
of  the  Ferrocarril  del  Pacifico  de  Nicaragua,  as  provided 
in  the  Bankers  Agreement  of  1920,  and  in  any  event  on- 
or  before  December  15,  1920,  shall  cause  that  company  to 
execute  and  duly  record  in  favor  of  the  Trustee,  a  mort- 
gage in  form  satisfactory  to  the  Trustee  and  deliver  to  the 
Trustee  a  duly  certified  copy  thereof. 

It  shall  be  provided  in  said  mortgage  that,  so  long  as 
any  of  the  Treasury  Bills  of  1920,  Series  A  or  Series  B, 
referred  to  in  the  Bankers  Agreement  of  1920,  shall  be 
outstanding,  and  until  the  completion  of  the  proposed 
Atlantic  Railroad,  the  earnings  of  the  Ferrocarril  del 
Pacifico  de  Nicaragua  (after  setting  aside  for  better- 
ments and  improvements  such  sum  as  the  Railroad 
Commission  referred  to  in  the  Bankers  Agreement  of 
1920  may  determine,  and  after  setting  aside  from  any 
dividends  declared  the  sum  of  12,500  cordobas  semi- 
annually, or  such  portion  thereof  as  may  be  neces- 
sary to  pay  for  transportation  services  rendered 
to  the  Republic  by  the  Ferrocarril  del  Pacifico  de  Nica- 
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ragua) ,  shall,  either  directly  or  as  dividends,  be  devoted 
fii'st,  to  the  pay  moil  t  of  tlie  i)riiicipal  and  intei-est  of 
Treasury  Bills,  Series  A,  and  tliereafter  to  the  payment  of 
principal  and  interest  of  Treasury  Bills,  Series  B,  and/or 
to  the  construction  of  said  i)roi)osed  Atlantic  Railroad ; 
but  it  shall  also  be  provided  in  said  mortgage  that  the 
right  to  utilize  said  earnings  for  the  retirement  of  Treas- 
ury Bills,  Series  B,  and/or  said  railroad  construction 
shall  be  subject  to  the  prior  lien  in  favor  of  the  Republic's 
Bonds  of  1920  if  the  customs  revenues  should  be  insuffi- 
cient to  meet  the  charges  on  the  loan  represented  by  those 
Bonds,  it  being  the  intention  that  said  customs  revenues 
shall  be  primarily  liable  to  meet  those  charges. 

(d)  By  a  first  mortgage  and  lien  upon  all  the  property 
and  earnings  of  the  Atlantic  Railroad,  as  and  when  con- 
structed including  its  franchises,  concessions,  equipment 
and  other  appurtenances.  In  order  to  duly  constitute  the 
mortgage  or  mortgages  and  liens  referred  to  in  this  sub- 
division, the  Republic,  as  the  prospective  sole  owner  of  a 
Railroad  Company  to  be  incorporated  under  the  laws  of 
the  Republic  of  Nicaragua  to  construct,  own  and  operate 
said  Atlantic  Railroad  to  be  known  as  Ferrocarril  del 
Atlantico  de  Nicaragua,  shall  from  time  to  time  cause  said 
company  to  execute  and  duly  record  in  favor  of  the 
Trustee,  such  mortgage  or  mortgages  as  may,  in  the 
opinion  of  the  Trustee,  be  necessary  or  convenient  for 
that  purpose.  Said  mortgage  or  mortgages  shall  contain 
provisions  relative  to  the  earnings  of  said  Atlantic  Rail- 
road similar  to  those  set  forth  in  subdivision  (c)  above, 
relative  to  the  earnings  of  the  Pacific  Railroad  except  that 
no  part  of  the  earnings  of  the  Atlantic  Railroad  shall  be 
required  to  be  set  aside  to  pay  for  transportation  services 
rendered  to  the  Government  and  except  that  the  right  to 
use  such  earnings  for  the  retirement  of  Treasury  Bills, 
Series  A,  as  well  as  the  right  to  use  the  same  for  the 
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retirement  of  Treasury  Bills,  Series  B,  and/or  railroad 
construction  shall  be  subject  to  the  prior  lien  in  favor 
of  the  Bonds  of  1920. 

(e)  By  mortgages  upon  all  improvements,  extensions, 
additions  and  equipments  which  may  hereafter  be  made  on 
or  added  to  the  exisiting  Pacific  Railroad  or  the  proposed 
Atlantic  Railroad,  subject  only  as  to  the  former  to  prior 
mortgages  and  liens  in  favor  of  Treasury  Bills,  Series  A. 

For  the  purpose  of  making  the  securities  provided  in 
this  paragraph  and  paragraphs  (c)  and  [d]  above  more 
effective,  the  provisions  of  paragraph  9  of  Article 
1703  of  the  Code  of  Civil  Procedure  of  Nicaragua 
shall  be  repealed  in  so  far  as  the  same  relate  to 
the  Ferrocarril  del  Paciflco  de  Nicaragua  and  the 
Ferrocarril  del  Atlantico  de  Nicaragua,  in  such  man- 
ner that  said  Railroads  may  be  made  subject  to 
execution  and  sale  provided  that  the  public  service  of 
said  railroads  shall  not  thereby  be  suspended  or  in  any 
way  interfered  with.  To  the  above  end,  the  Congress  of 
the  Republic  shall,  in  accordance  with  the  provisions  of 
Art.  99  of  the  Constitution,  obtain  the  opinion  of  the 
Supreme  Court  of  Justice  and  consider  the  same  at  the 
same  session  at  which  the  present  contract  shall,'  he 
authorized  or  approved. 

(/)  By  a  pledge  of  the  entire  capital  sitock  of  the 
Ferrocarril  del  Pacifico  de  Nicaragua,  or  its  successor, 
subject  to  the  prior  rights  of  the  Treasury  Bills,  Series  A, 
and  by  a  pledge  of  the  entire  capital  stock  of  the  Ferro- 
carril del  Atlantico  de  Nicaragua. 

In  order  to  lawfully  constitute  said  pledge  with  re- 
spect to  the  capital  stock  of  Ferrocarril  del  Paciflco  de 
Nicaragua,  the  Republic  shall,  on  or  before  December  15, 
1920,  deliver  to  the  Trustee  under  the  Treasury  Bills, 
Series  A,  Trust  and  Fiscal  Agency  Contract  above  men- 
tioned, certiflcates  of  stock  duly  endorsed  in  blank,  repre- 
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senting  the  entire  capital  stock  of  the  Ferrocarril  del 
Paciflco  de  Nicaragua  and  upon  the  retirement  of  all  said 
Treasury  Bills,  Series  A,  said  certificates  of  stock  shall 
be  delivered  to  the  Trustee  hereunder.  Simultaneously 
with  the  conveyance  to  the  new  Ferrocarril  del  Pax^ifico 
de  Nicaragua  of  the  properties,  franchises  and  concessions 
of  the  present  Ferrocarril  del  Paciflco  de  Nicaragua  as 
provided  in  the  Bankers'  Agreement  of  1920,  the  Republic 
shall  deposit  with  the  Trustee  certificates  of  stock  repre- 
senting all  shares  of  capital  stock  which  may  be  issued  by 
the  latter  company,  and  the  Trustee  may  thereupon  sur- 
render to  the  Republic  the  shares  of  stock  of  the  present 
Ferrocarril  del  Pacifico  de  Nicaragua  theretofore  de- 
posited with  the  Trustee.  If,  as  and  when  the  present  Fer- 
rocarril del  Pacifico  de  Nicaragua  or  its  successor  shall 
issue  additional  shai^es  of  stock,  whether  through  an  in- 
crease of  its  capital  or  otherwise,  and  so  long  as  any  of 
the  Republic's  Bonds  of  1920  shall  remain  outstanding, 
the  Republic  shall  deposit  w^ith  the  Trustee  under  said 
Ti»easury  Bills,  Series  A,  Trust  and  Fiscal  Agency  Con- 
tract or  the  Trustee  hereunder  as  the  case  may  be,  cer- 
tificates of  stock  representing  any  additional  shares  so 
issued,  duly  endorsed  in  blank  as  aforesaid,  said  certifi- 
cates to  be  held  by  the  Trustee  as  additional  security 
under  said  respective  contracts. 

In  order  to  lawfully  constitute  the  pledge  above  men- 
tioned with  respect  ito  the  capital  stock  of  the  Ferrocarril 
del  Atlautico  de  Nicaragua,  the  Republic  shall,  imme- 
diately following  the  incoi*poration  of  that  Company,  de- 
liver to  the  Trustee  certificates  of  stock,  duly  endorsed  in 
blank  representing  such  shares  of  capital  stock  as  may 
then  be  issued;  and  if  as  and  when  said  Ferrocarril  del 
Atlantico  de  Nicaragua  shall  issue  additional  shares  of 
stock,  whether  through  an  increase  of  its  capital  or  other- 
wise, and  so  long  as  any  of  the  Republic's  Bonds  of  1920 
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shall  remain  outstanding-,  the  Republic  shall  deposit  with 
the  Trustee  certificates  of  stock  representing  any  addi- 
tional shares  so  issued,  duly  endoi'sed  in  blank  as  afore- 
said, said  certificates  to  be  held  by  the  Trustee  as  addi- 
tional security  hereunder.  • 

All  dividends  payable  upon  any  of  the  shares  of  stock 
represented  by  the  certificates  to  be  deposited  as  afore- 
said, shall  be  applied  in  the  manner  hereinbefore  in  sub- 
divisions ( c )  and  ( d )  set  forth  and  §hall  be  paid  over  to 
the  Fiscal  Agent  for  that  purpose.  The  shares  deposited 
as  aforesaid  shall,  so  long  as  there  shall  be  no  default  here- 
under, stand  in  the  name  of  the  Minister  of  Finance  or 
such  person  or  persons  as  he  may  from  time  to  time  desig- 
nate, the  certificates  representing  such  shares  being 
endorsed  in  blank  by  the  respective  record  holders.  The 
Minister  of  Finance  shall  vote  said  shares  or  cause  the 
same  to  be  voted  in  accordance  with  the  provisions  of 
Section  6  of  Article  Second  of  the  Bankers'  Agreement  of 
1920  and  generally  to  carry  out  the  purposes  and  objects 
Iierein  and  in  said  Agreement  set  forth  and  shall  execute 
or  cause  to  be  executed  the  requisite  proxies  for  that 
purpose.  In  case  of  default  hereunder,  or  of  failure  of 
the  Minister  of  Finance  to  cause  said  shares  to  be  so  voted, 
the  Trustee  at  its  option  may,  and,  if  so  requested  by  the 
Fiscal  Agent,  shall  cause  said  shares  to  be  transferred 
into  its  own  name  or  into  the  name  of  its  nominee  or 
nominees. 

Section  2.  In  order  to  fully  protect  the  value  of  the 
various  mortgages,  liens  and  pledges  mentioned  in  Section 
1  a'bove,  the  Republic  hereby  reaffirms  the  provisions  of 
Section  3  of  Article  Seventh  of  the  Concession  granted  by 
the  Republic  to  the  Ferrocarril  del  Pacifico  de  Nicaragua, 
dated  June  19,  1912,  whereby  the  Republic  agreed  that  it 
would  under  no  pretext  grant  concessions  to  construct  any 
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other  railroad,  to  other  persons  or  companies,  within  a 
zone  of  twenty  miles  on  each  side  of  the  company's  lines, 
without  the  company's  consent.  In  compliance  with  said 
provision,  the  Republic  hereby  agrees  that  a  concession 
recently  solicited  by  one  Keilhauer  to  construct  a  railway 
from  Chinandega  to  the  Gulf  of  Fonseca  via  El  Viejo 
will  be  refused. 

Section  3.  The  Annual  Budget  of  the  Republic  shall 
be  paid  as  provided  in  the  Financial  Plan  of  1920,  a  copy 
of  which  marked  "Schedule  D''  is  annexed  to  and  forms 
a  part  of  the  Bankers  Agreement  of  1920 ;  and  the  liens  at 
present  existing  or  created  hereunder  and  simultaneously 
herewith  on  the  Customs  Revenues,  Internal  Revenues 
and  other  internal  taxes  of  the  Republic,  and  upon  the 
1-Mi%  Customs  Surtax  in  favor  of  the  Guaranteed  Cus- 
toms Bonds  of  the  Republic  shall  continue  in  eftet-t ;  but, 
except  for  the  charge  of  said  Annual  Budget,  and  except 
for  said  liens,  the  Customs  revenues.  Customs  surtax,  the 
Internal  Revenues,  and  all  other  taxes  of  the  Republic 
shall,  so  long  as  any  of  the  Republic's  Bonds  of  1920  shall 
be  outstanding,  be  and  continue  free  and  clear  of  all 
liens,  charges  'or  encumbrances;  and  no  such  liens, 
charges  or  encumbrances  shall  be  placed  thereon  except 
with  the  consent  of  the  High  Commission  and  of  the 
Secretary  of  State  of  the  United  States;  and  even  then 
only  in  case  that  a  preferential  lien  upon  such  revenues 
and.  taxes  shall  first  be  created  in  favor  first  of  the 
Treasury  Bills,  Series  A,  and  second,  of  the  Bonds  of 
1920.  The  Republic  accordingly  covenants  not  to  permit 
any  liens  or  charges  to  be  placed  on  such  revenues  so  long 
as  any  of  its  Bonds  of  1920  are  outstanding,  except  as 
aforesaid.  If,  at  any  time,  the  Customs  revenues  and  the 
dividends  of  the  Ferrocarril  del  Pacifico  de  Nicaragua, 
or  of  its  successor,  and  of  the  proposed  Ferrocarril  del 
Atlantico  de  Nicaragua,  should  be  insufficient  to  meet  the 
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service  of  the  1920  Bonds,  any  sum  which  may  be  required 
to  make  up  the  deficit  shall  be  provided  by  the  Republic 
out  of  such  of  its  Surplus  Revenues  as  are  not  subject  to 
prior  charges. 

ARTICLE  THIRD. 

Collection  of  Customs. 

Except  as  may  otherwise  be  expressly  provided  under 
the  Financial  Plan  of  1920,  the  Customs  duties  of  the 
Republic  shall  continue  to  be  collected  and  administered 
by  the  Collector  General  of  Customs  in  manner  and  form 
as  provided  in  an  Agreement  dated  September  1,  1911, 
between  the  Republic  of  Nicaragua  and  Brown  Brothers 
&  Co.  and  J.  &  W.  Seligman  &  Co.;  and  such  collection 
and  administration  shall  continue  until  the  payment  in 
full  of  the  Loan  represented  by  the  Republic's  Bonds  of 
1920  and  until  the  full  discharge  of  all  the  obligations  of 
the  Republic  under  this  Contract. 

ARTICLE  FOURTH. 

Interest  and  Sinking  Fund. 

Section  1.  Subject  to  the  prior  liens  referred  to  in 
subdivisions  (1)  to  (4)  inclusive  of  Section  1  of  Article 
Second  of  the  Financial  Plan  of  1920,  the  Collector  Gen- 
eral of  Customs  shall  monthly  remit  to  the  Fiscal  Agent 
the  proportionate  amount  necessary  to  meet,  on  Januaiy 
first  and  July  first  respectively,  the  payments  mentioned 
below,  in  such  way  that  the  entire  sum  necessary  to  cover 
the  interest  payments  shall  be  in  hand  at  least  a  fortnight 
before  the  same  fall  due,  and  that  the  sum  necessary  to 
cover  sinking  fund  payments  shall  be  in  hand  at  least 
by  April  first  of  each  year.  The  payments  referred  to  are 
the  following,  namely : 
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(a)  The  annual  interest  at  the  rate  of  7%  per  annum 
upon  the  Bonds  then  issued  and  outstandin;::,  including 
all  Bonds  from  time  to  time  held  in  the  Sinking  Fund. 

(h)  Subject  to  the  credit  under  subdivision  (h)  of 
Section  1  of  Article  Second  above,  an  annual  amount  for 
the  Sinking  Fund  equal  to  3%  of  the  face  value  of  the 
Bonds  then  issued  and  outstanding,  including  all  Bonds 
then  held  in  the  Sinking  Fund. 

Section  2.  All  amounts  which  the  Collector  General 
of  Customs  may  collect  during  any  such  year,  after  the 
deductions,  payments  and  remittances  called  for  by  Sec- 
tion 1  above,  shall  have  been  made,  shall  be  dealt  with  as 
provided  in  the  Financial  Plan  of  1920. 

Section  3,  On  January  first  of  each  year,  and  from 
time  to  time  thereafter,  at  his  discretion  but  at  least 
every  six  months,  the  Collector  General  of  Customs  shall 
estimate  the  probable  customs  receipts  for  the  next  ensu- 
ing six  months  with  a  view  to  ascertaining  whether  or 
not  there  is  likely  to  be  available  at  the  next  interest 
payment  date  a  sum  sufiflcient  to  meet  the  service  of  the 
Loan  on  that  date.  If,  as  the  result  of  such  estimate  or 
estimates,  it  should  appear  at  any  time  to  the  Collector 
General  of  Customs  that  the  customs  receipts  to  be  avail- 
able for  the  service  of  the  Loan  at  the  dates  referred  to 
will  be  insufficient  therefor,  he  shall  immediately  so 
notify  the  Minister  of  Finance,  the  Trustee  and  the 
Fiscal  Agent ;  and  thereupon  the  Fiscal  Agent  shall,  out 
of  any  moneys  in  its  hands  available  therefor  under  the 
provisions  of  this  Contract,  set  aside  such  funds  as  may 
be  necessary  to  make  up  the  estimated  deficit.  If  the 
funds  thus  available  in  the  hands  of  the  Fiscal  Agent 
should  be  insufficient  for  the  purposes  stated,  the  Re- 
public shall,  upon  notice  from  the  Fiscal  Agent,  pay  to  it, 
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out  of  such  of  its  Surplus  Revenues  as  are  not  subject 
to  prior  charges,  whatever  sum  may  be  required  to  cover 
such  deficit.  In  default  of  sucli  payment  the  Trustee,  at 
the  request  of  the  Fiscal  Agent,  shall  proceed  to  make 
effective,  at  its  discretion,  any  or  all  of  the  pledges  of 
bonds,  stock  and  mortgages  referred  to  in  sub-divisions 
(b)  to  (/)  inclusive,  of  Section  1  of  Article  Second  above. 

Section  4.  The  Fiscal  Agent  shall  apply  to  the  pay- 
ment of  the  interest  on  the  outstanding  Bonds  as  and  when 
the  same  shall  become  due,  so  much  of  the  moneys  re- 
ceived by  it  in  pursuance  of  Sections  1  and  3  above,  as  may 
be  required  for  that  purpose  and  the  balance  of  the  moneys 
so  received  by  the  Fiscal  Agent  shall  be  treated  as  part  of 
the  Sinking  Fund  for  the  redemption  of  Bonds  as  herein- 
after provided. 

Sectign  5.  On  or  after  July  1,  1921,  and  annually 
thereafter,  the  Republic,  at  its  option,  may  make  or  cause 
to  be  made  to  the  Fiscal  Agent,  additional  payments  for 
account  of  the  Sinking  Fund  from  any  of  the  resources  of 
the  Republic,  not  otherwise  pledged ;  it  being  the  intention 
that  the  Republic  may,  in  this  way,  provide,  through  an  in- 
crease in  the  Sinking  Fund,  for  the  redemption  or  pay- 
ment of  all  or  any  portion  of  the  then  outstanding  Bonds. 

Section  6.  All  amounts  received  by  the  Fiscal  Agent 
in  respect  of  the  Sinking  Fund  (less  such  amount  as  may 
have  been  used  by  the  Fiscal  Agent  in  the  purchase  of 
Bonds  as  hereinafter  provided) ,  and  any  income  or  inter- 
est thereon  in  the  hands  of  the  Fiscal  Agent  at  the  date  of 
drawing  shall  be  applied  to  the  redemption  of  said  Bonds 
on  the  first  day  of  July  of  each  year,  so  long  as  any  of  said 
Bonds  shall  remain  outstanding  and  unpaid  or  unpro- 
vided for.     Said  Bonds  shall  be  redeemed  at  par,  exclu- 
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sive  of  and  in  addition  to  any  interest  accrued  and  due 
thereon,  which  latter  shall  be  paid  as  interest  and  not 
from  the  Sinking  Fiind. 

Section  7.  The  particular  Bonds  to  be  redeemed  on 
each  occasion  out  of  moneys  paid  to  the  Fiscal  Agent  in  re- 
spect of  the  Sinking  Fund  shall  be  determined  by  lot, 
drawings  to  be  made  at  the  office  of  the  Fiscal  Agent  in 
the  Borough  of  Manhattan,  City  of  New  York,  or  at  some 
other  place  appointed  by  the  Fiscal  Agent.  Such  draw- 
ings shall  be  held  under  the  direction  of  a  representative 
of  the  Fiscal  Agent,  a  representative  of  the  Trustee,  and, 
at  the  option  of  the  Minister  of  Finance  of  the  Republic, 
in  the  presence  of  such  representative  of  the  Republic 
appointed  for  that  purpose  as  may  appear  at  the  draw- 
ing. Drawings  for  Bonds  to  be  redeemed  as  aforesaid 
shall  be  held  not  later  than  70  days  prior  to  the  date  of 
redemption  as  set  forth  in  Section  6  of  this  Article. 

Section  8.  Forthwith  after  every  drawing  to  deter- 
mine the  particular  Bonds  to  be  redeemed  as  aforesaid, 
the  Fiscal  Agent  shall  give  notice  in  writing  to  the 
Trustee  and  to  the  Republic  of  the  Bonds  which  have 
been  drawn  for  redemption,  and  shall  also  give  to 
the  holders  of  the  Bonds  so  drawn,  notice,  in  the 
manner  hereinafter  specified,  of  the  Republic's  elec- 
tion to  redeem  such  Bonds.  Said  notice  shall  be 
given  by  an  advertisemeUit  to  be  published  not  less  than 
once  a  week  for  six  successive  weeks  in  one  newspaper  of 
general  circulation  in  the  City  of  New  York,  and  if  the 
Bonds  to  be  redeemed  should  be  payable  in  London,  in  one 
newspaper  of  general  circulation  in  the  City  of  London, 
to  be  selected  by  the  Fiscal  Agent.  The  first  publication 
shall  be  made  not  less  than  50  days  prior  to  the  date  fixed 
for  the  redemption  of  said  Bonds.     If  the  holder  of  any 
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registered  Bond  so  drawn  shall  have  filed  with  the  Trus- 
tee a  written  request  that  notice  of  the  result  of  any  such 
drawing  be  mailed  to  him  at  an  address  given  in  such  re- 
quest, notice  shall  be  so  mailed  to  him  by  the  Trustee  on 
or  before  the  date  of  the  first  publication  of  notice  as 
aforesaid.  Said  notice  shall  state  the  number  of  the 
Bond  or  Bonds  drawn,  and  shall  state  the  time  and  place 
or  places  for  surrender  and  payment. 

Section  9.  At  the  time  and  at  any  of  the  places  at 
which  said  Bonds  shall  l>e  expressed  to  be  payable  as 
aforesaid,  the  holder  of  the  Bond  or  Bonds  to  be  redeemed 
shall  surrender  the  same  to  the  Fiscal  Agent,  with  all  cou- 
pons maturing  after  the  date  on  which  they  are  to  be  so 
redeemed;  and  upon  such  surrender  the  Fiscal  Agent 
shall  cause  to  be  paid  to  the  holder  of  such  Bonds,  out  of 
said  Sinking  Fund,  the  amount  payable  to  him  in  respect 
of  such  redemption.  All  bonds  so  surrendered  and  paid 
shall  be  delivered. by  the  Fiscal  Agent  to  the  Trustee,  and 
shall  be  held  by  the  latter  for  the  pui-poses  stated  in  Sec- 
tions 11  and  12  below. 

Secttion  10.  In  case  the  market  price  of  the  Bonds 
should  at  any  time  be  at  or  below  par,  exclusive  of  the 
accrued  interest,  the  Fiscal  Agent,  at  any  time  before  the 
annual  drawing  to  determine  the  particular  Bonds  to  be 
redeemed  as  aforesaid,  shall  use  its  best  efforts  to  pur- 
chase any  such  Bonds  in  the  open  market,  with  or  with- 
out asking  for  tenders  and  otherwise  in  such  manner  as 
it  shall  see  fit,  out  of  the  amount  paid  to  it  in  respect  of 
such  Sinking  Fund;  any  amount  payable  on  Bonds  so 
purchased  in  respect  of  accrued  interest  shall  be  paid 
as  interest  and  not  from  the  Sinking  Fund.  All  Bonds 
so  purchased  shall  be  delivered  by  the  Fiscal  Agent  to  the 
Trustee,  and  shall  be  held  hj  the  latter  for  the  purposes 
stated  in  Sections  11  and  12  below, 
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Section  11.  In  case  interest  on  the  Bonds  should  be 
in  default,  and  while  such  default  continue,  no  drawings 
for  Sinking  Fund  shall  take  place  and  no  Bond  shall  be 
purchased  for  said  Sinking  Fund,  but  all  moneys  and 
securities  held  in  the  Sinking  Fund  and  not  necessary  for 
the  redemption  of  Bonds  theretofore  called  for  redemp- 
tion, shall  in  that  case  be  held  as  further  security  for  all 
Bonds  outstanding  or  applied,  at  the  option  of  the  Fiscal 
Agent,  to  the  payment  of  interest  on  outstanding  Bonds. 

Section  12.  All  Bonds  drawn  for  redemption  out  of 
moneys  paid  to  the  Fiscal  Agent  in  respect  of  the  Sinking 
Fund  shall  cease  to  bear  interest  in  favor  of  the  holders 
of  such  Bonds  as  from  the  date  upon  which  the  same  are 
to  be  redeemed ;  but  all  Bonds  so  drawn,  and  all  Bonds 
from  time  to  time  purchased  or  redeemed  by  means  of  the 
Sinking  Fund,  shall  continue  in  force  and  shall  bear 
interest  for  the  benefit  of  the  Sinking  Fund  until  the 
entire  issue  of  Bonds  shall  have  been  purchased  or  re- 
deemed or  paid  or  until  such  purchase,  redemption  or 
payment  shall  have  been  provided  for:  as  such  inter- 
est may  mature,  the  Fiscal  Agent  shall  collect  the 
same  out  of  the  moneys  paid  to  it  therefor;  and  the 
amounts  so  collected,  and  the  interest  on  any  unpre- 
sented  Bonds  which  may  have  been  drawn  for  re- 
demption, accruing  after  the  date  appointed  for  such 
redemption,  as  w^ell  as  the  interest  accruing  on  any 
investment  held  in  the  Sinking  Fund,  shall  also  become 
part  of  the  Sinking  Fund:  none  of  the  Bonds  so  pur- 
chased or  redeemed  shall  be  cancelled,  but  the  Trustee 
^lall  cause  the  same  to  be  appropriately  stamped  as  no 
longer  negotiable  and  as  belonging  to  the  Sinking  Fund 
as  provided  in  Article  First,  Section  7. 

Section  13.  Any  Bonds  not  presented  for  payment 
at  the  date  of  their  maturity,  or  not  presented  for  redemp- 
tion when  called  for  that  purpose,  shall  after  the  lapse 
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of  20  years  from  and  after  the  date  of  such  maturity  or 
redemption,  as  the  case  may  be,  cease  to  be  an  obligation 
of  the  Republic;  nor  shall  any  holder  thereof  have  any 
rights  whatsoever  under  this  instrument;  upon  presen- 
tation of  such  Bonds  to  the  Trustee  or  to  the  Republic, 
after  the  expiration  of  such  period,  the  same  shall  be  can- 
celled and  destroyed.  Any  coupons  not  presented  for 
payment  at  the  date  of  their  maturity  shall,  after  the 
lapse  of  10  years  from  and  after  the  date  of  such  maturity, 
cease  to  be  an  obligation  of  the  Republic,  nor  shall  any 
holder  thereof  have  any  rights  whatsoever  under  this 
instrument;  upon  presentation  of  such  coupons  to  the 
Trustee  or  to  the  Republic  after  the  expiration  of  such 
period  the  same  shall  be  cancelled  and  destroyed.  For 
the  purpose  of  payment  of  said  Bonds  and  coupons  and 
for  the  purpose  of  their  validity,  the  Republic  grants  to 
the  holders  of  the  same  the  periods  of  20  and  10  years 
respectively  above  mentioned  from  the  date  of  their  re- 
spective maturities  or  redemption ;  and  hereby  renounces 
any  law  which  authorizes  the  Republic  to  refuse  recogni- 
tion of  such  additional  periods ;  but  after  such  respective 
additional  periods  shall  have  elapsed,  the  Bonds  and 
coupons  respectively  shall  be  of  no  value  whatever  as  an 
indebtedness  of  the  Republic.  The  Trustee  accepts  the 
above  concession  and  renunciation  on  behalf  of  the  bond- 
holders. 

Section  14.  All  moneys,  securities  and  other  assets 
forming  part  of  the  Sinking  Fund  under  any  of  the  pro- 
visions of  this  Contract  shall  be  held  by  the  Fiscal  Agent 
and  by  the  Trustee  respectively,  in  trust  for  the  further 
security  of  the  outstanding  Bonds,  until  applied  as  pro- 
vided hereunder. 

Section  15.  Upon  the  payment  in  full  of  all  Bonds 
not  held  in  the  Sinking  Fund,  or  upon  the  deposit  with  the 
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Fiscal  Agent  of  a  siim  sufficient  under  this  Article  to  re- 
deem all  such  Bonds,  or  sufficient  to  cover  the  payment 
of  all  such  Bonds  at  maturity,  and  the  interest  thereon 
up  to  such  maturity,  and  upon  payment  of  all  other  sums 
required  by  this  Oonitract  to  be  paid  by  the  Kepublic, 
thereupon  all  the  Bonds  then  held  in  the  Sinking  Fund 
shall  be  cancelled  by  the  Trustee;  and,  having  been  so 
cancelled,  the  same  shall  thereafter  be  physically  de- 
stroyed in  the  presence  of  a  representative  of  the  Trustee, 
of  a  representative  of  the  Fiscal  Agent,  and  of  a  represen- 
tative of  the  Republic,  who  shall  join  in  the  execution  in 
quadruplicate  of  a  certificate  attesting  such  destruction ; 
one  countei'pai't  of  such  certificate  shall  be  delivered  to 
the  Republic,  one  counterpart  to  the  Trustee,  one  coun- 
terpart to  the  Fiscal  Agent,  and  one  counterpart  to  the 
Secretary  of  State  of  the  United  States;  and  thereupon 
this  Contract  shall  cease  and  determine,  except  that  the 
Fiscal  Agent  shall  hold  said  sum,  paid  as  aforesaid,  and 
use  the  same  either,  (1)  for  the  redemption  of  all  out- 
standing Bonds  in  the  manner  provided  in  this  Article 
for  redemption  of  Bonds;  or  (2)  for  the  payment  at  ma- 
turity of  all  outstanding  Bonds,  and  the  interest  on  such 
Bonds  from  time  to  time  as  the  coupons  representing 
such  interest  shall  mature,  and  for  the  payment  of  all 
other  sums  required  by  this  Contract  to  be  paid  by  the 
Republic;  and  any  securities  or  cash  then  held  by  the 
Fiscal  Agent  or  the  Trustee,  not  required  for  the  payment 
or  redemption  of  said  Bonds  or  the  other  payments  re- 
quired to  be  made  hereunder,  shall,  with  the  approval  of 
the  Fiscal  Agent,  be  delivered  to  or  upon  the  order  of  the 
Minister  of  Finance  of  the  Republic. 

Section  16.  All  moneys  forming  part  of  the  Sinking 
Fund  shall  remain  on  deposit  with  the  Fiscal  Agent  here- 
under and  di'aw  interest  at  the  rate  of  two  per  cent,  per 
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annum.     Interest  upon  such  deposits  shall  be  paid  into 
the  Sinking  Fund  and  shall  be  a  part  thereof. 

Section  17.  All  the  usual  expenses  incurred  in  good 
faith  by  the  Fiscal  Agent  and  the  Trustee  respectively 
in  connection  with  the  drawing  or  purchase  of  the  Bonds 
under  this  Article,  or  for  the  payment  of  the  principal 
or  interest  of  the  Bonds,  or  otherwise  in  the  service  of 
the  Loan,  including  the  cost  of  cabling  and  of  remittances 
to  Europe  and  the  publication  in  New  York,  in  Europe 
and  elsewhei'e  of  the  notices  required  hereunder,  shall 
be  paid  by  the  Republic  as  hereinafter  provided.  No 
part  of  any  such  expenses  shall  be  paid  from  or  charged 
against  the  Sinking  Fund. 

Section  18.  The  mortgages,  pledges,  liens  and  other 
securities  in  favor  of  the  Bonds  of  1920  shall  be  cancelled 
upon  the  petition  of  the  Republic  after  the  Repub- 
lic shall  have  placed  in  the  hands  of  the  Fiscal  Agent,  at 
such  times  and  on  such  conditions  as  it  may  do  so  in  com- 
pliance with  this  Contract,  the  necessary  funds  for  the 
total  redemption  or  payment  at  maturity  of  the  Bonds 
and  the  payment  of  the  interest  thereon. 

All  shares  of  stock  then  held  by  the  Trustee  under  the 
provisions  of  Subdivision  (/)  of  Section  1  of  Article 
Second  Oibove  shall  thereupon  be  delivered  by  it  to  the 
Trustee  under  the  Treasury  Bills,  Series  A,  Trust  and 
Fiscal  Agency  Contract  between  the  parties  hereto,  bear- 
ing even  date  herewith,  to  be  held  as  security  under  the 
terms  of  said  contract  for  any  Bills  then  outstanding 
thereunder:  if  no  Treasury  Bills,  Series  A,  shall  then  be 
outstanding,  all  said  shares  of  stock  shall  be  delivered  to 
the  Trustee  under  Treasury  Bills  Series  B  Trust  and 
Fiscal  Agency  Contract,  between  the  parties  hereto,  bear- 
ing even  date  herewith,  to  be  held  as  security  under  the 
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terms  of  said  agreement  for  any  Bills  then  outstanding 
thereunder.  If  no  Treasury  Bills  of  either  series  shall 
then  be  outstanding,  all  said  shares  shall  be  delivered  to 
or  upon  the  order  of  the  Minister  of  Finance  of  the  Re- 
public. 

ARTICLE  FIFTH. 

Expenses  and  Compensation  of  Fiscal  Agent  and 
Trustee. 

At  the  end  of  each  six  months  during  the  life  of  this 
Contract,  on  the  written  request  of  the  Trustee  and  of 
the  Fiscal  Agent  respectiyely  made  to  Brown  Brothers 
&  Co.  and  J.  &  W.  Seligman  &  Co.  as  Bankers  under 
the  Financial  Plan  of  1920,  and  as  Fiscal  Agent  of  the 
Republic,  there  shall  be  paid  to  them  respectively  out 
of  the  moneys  to  'be  provided  under  subdivision  (2) 
of  Section  1  of  Article  Second  of  said  Financial  Plan, 
all  expenses  incurred  by  them  or  either  of  them  in 
good  faith  in  the  service  of  the  Loan,  or  in  the  perform- 
ance of  any  duty  imposed  upon  them,  or  either  of  them, 
under  this  Contract,  and  also  such  further  amounts  as 
either  of  them  shall  estimate  may  be  required  by  them 
respectively  to  meet  all  expenses  reasonably  incident  to 
the  immediate  further  service  of  the  Loan,  or  to  the  dis- 
charge of  said  duties,  which  expenses  shall  be  paid  by  the 
Bankers  out  of  said  moneys  against  proper  vouchers. 
The  rea^nable  and  customary  compensation  of  the  Trus- 
tee and  of  the  Fiscal  Agent  for  all  services  rendered  by 
them  or  either  of  them  hereunder  shall  likewise  be  paid 
by  the  Bankers  out  of  said  expense  fund  at  the  end  of  each 
six  months  during  the  life  of  this  Contract. 
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ARTICLE  SIXTH. 
Disposition  of  Bonds  and  Appropriation  of  Funds. 

Section  1.  Bonds  to  the  aggregate  amount  of  |8,000,- 

000  par  value  (or  their  equivalent  in  part  in  Pounds 
Sterling  as  provided  in  Section  3  of  Article  First  above) 
shall  forthwith  be  executed  by  the  Republic  and  delivered 
to  and  authenticated  by  the  Trustee,  but  only  upon  the 
deposit  of  certificates  of  stock  of  Ferrocarril  del 
Pacifico  de  Nicaragua  as  provided  in  subdivision  (/) 
of  Section  1  of  Article  Second  above  and  of  a  state- 
ment in  writing  of  the  Minister  of  Finance  as  provided 
in  Section  2  of  Article  First  above,  showing  the  ratifica- 
tion of  this  contract  and  the  due  registration  of  the  mort- 
gage mentioned  in  subdivision  (c)  of  Section  1  of  Article 
Second  above:  the  remaining  Bonds  representing  an  ag- 
gregate par  value  of  |1,000,000  shall  likewise  be  executed 
by  the  Republic  and  deposited  with  the  Trustee  to  be  held 
by  it  for  the  purposes  stated  in  Paragraph  (c)  of  Section 

1  of  Article  Fifth  of  the  Bankers  Agreement  of  1920.  The 
Bonds  last  mentioned  shall  be  authenticatea  and  delivered 
by  the  Trustee  only  upon  the  written  or  cabled  instruction 
of  the  Minister  of  Finance  of  the  Republic  and  of  the 
Bankers  under  the  Bankers'  Agreement  of  1920.  The 
18,000,000  par  value  of  Bonds,  to  be  immediately  authen- 
ticated as  aforesaid,  shall  be  disposed  of  by  the  Trustee  as 
follows : 

(A)  15,500,000,  par  value  of  said  Bonds  (or  their 
equivalent  in  part  in  Pounds  Sterling  as  provided  in 
Section  3  of  Article  First  above)  shall  be  held  by  the 
Trustee  for  the  purposes  stated  in  Paragraph  (a)  of  Sec- 
tion 1  of  Article  Fifth  of  the  Bankers  Agreement  of  1920. 
The  Trustee  shall  from  time  to  time  upon  the  written 
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or  cabled  order  of  the  Minister  of  Finance  of  the  Republic, 
deliver  to  the  Fiscal  Agent  the  above  Bonds,  or  any  of 
them. 

(B)  12,500,000  par  valiu  of  said  Bonds  (or  their 
equivalent  in  part  in  Pounds  Sterling  as  aforesaid)  shall 
be  held  by  the  Trustee  for  the  payment  and  retirement 
of  the  Treasury  Bills,  Series  A,  and  after  all  said  Bills 
shall  have  been  paid  and  retired,  for  the  purposes  stated 
in  paragraph  (A)  above  of  this  Section,  and  shall  be 
delivered  to  the  Fiscal  Agent  from  time  to  time  upon  the 
written  or  cabled  order  of  the  Minister  of  Finance  of  the 
Republic. 

(O)  The  11,000,000  par  value  of  Bonds  referred  to 
in  Paragraph  (c)  of  Section  1  of  Article  Fifth  of  the 
Bankers  Agreement  of  1920  shall,  after  being  authenti- 
cated as  above  provided,  be  disposed  of  by  the  Trustee  as 
the  Minister  of  Finance  of  the  Republic  and  the  Bankers 
may,  in  writing  or  by  cable  direct. 

The  Trustee  shall  be  protected  in  delivering  to  the 
Fiscal  Agent  any  of  the  Bonds  referred  to  in  subdivisions 
(A)  and  (B)  above  when  acting  upon  the  written  op 
cabled  instructions  of  the  Minister  of  Finance  of  the  Re- 
public, or  in  accordance  with  his  written  agreement.  The 
Trustee  shall  be  protected  in  delivering  any  of  the  final 
$1,000,000  of  Bonds  mentioned  in  the  preceding  paragraph 
when  acting  upon  the  written  or  cabled  instructions  of 
the  Minister  of  Finance  of  the  Republic  and  of  tlie 
Bankers. 

ARTICLE  SEVENTH. 

Enforcement  of  Pledgi.  of  Raii.road  Stock  Upon 
Default. 

In  case  default  shall  be  made  in  the  payment  of  any 
bond  or  default  shall  be  made  in  the  due  performance 
of  any  of  the  other  covenants  of  the  Republic  hereunder, 
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and  such  last  mentioned  default  shall  continue  for  a 
period  of  thirty  (30)  days  after  written  notice  thereof 
and  demand  of  performance,  the  Trustee  may  and,  if 
thiereunto  requested  by  the  holders  of  a  majority  in 
amount  of  the  Bonds  issued  and  outstanding  hereunder, 
and  if  indemnified  to  its  satisfaction  for  its  costs  and 
expenses  in  so  doing,  shall  proceed  to  sell  the  shares 
then  held  by  it  hereunder. 

The  sale  or  sales  to  be  made  as  aforesaid  s:hall  be 
at  public  auction  at  such  place  in  the  City  of  New  York 
and  at  such  time  and  upon  such  terms  as  the  Trustee  may 
specify. 

Notice  of  any  such  sale  shall  state  the  time  when  and 
the  place  where  the  same  is  to  be  held,  and  shall  contain 
a  brief  general  description  of  the  securities  to  be  sold; 
such  notice  shall  be  published  twice  a  week  for  two  (2) 
successive  weeks  prior  to  such  sale  in  a  daily  newspaper 
published  in  the  City  of  New  York,  and  a  copy  of  said 
notice  shall,  at  least  two  weeks  prior  to  the  date  of  sale, 
be  sent  to  the  Republic  as  hereinafter  provided. 

The  Trustee  shall  have  the  power  in  its  discretion  to 
adjourn  any  such  sale  from  time  to  time  as  to  the  whole 
or  any  part  of  the  property  to  be  sold,  and  if  so  adjourned, 
shall  have  power  to  make  such  sale  upon  the  date  to 
which  the  adjournment  is  had,  without  further  notice  of 
the  time  or  place  to  which  the  sale  may  be  so  adjourned. 

Upon  the  completion  of  any  such  sale  or  sales,  the 
Trustee  shall  transfer  and  deliver  such  of  the  shares  of 
stock  as  shall  have  been  sold  to  the  purchaser  or  pur- 
chasers thereof,  and  the  same  shall  thereupon  be  freed 
and  discharged  from  the  trusts  and  lien  hereby  created. 
The  Trustee  and  its  successors  are  hereby  appointed  true 
and  lawful  attorney  or  attorneys  irrevocable  of  the  Re- 
public, in  its  name  to  make,  execute  and  deliver  to  such 
purchaser  or  purchasers  such  good  and  sufficient  assign- 
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ments,  transfers  or  other  instruments  as  may  be  neces- 
sary or  proper  to  vest  in  such  purchaser  or  purcliasers 
full  and  complete  title  and  ownership  of  and  to  the  shares 
of  stock  so  sold. 

The  receipt  of  the  Trustee  for  tihe  purchase  money 
shall  be  sufficient  discharge  for  the  purchaser  or  pur- 
chasers of  any  of  said  shares  for  his  or  their  purchase 
money. 

Upon  any  such  sale,  the  Trustee  or  any  holder  of 
Bonds  hereunder,  or  any  other  person,  may  bid  for  and 
may  purchase  the  stock  offered  for  sale  or  any  part 
thereof,  and  the  purchaser  or  purchasers  shall  have  the 
right  to  make  payment  of  the  purchase  price  by  delivery 
of  Bonds  secured  hereb}^  except  so  far  as  such  purchase 
price  may  be  required  to  be  paid  in  cash  for  the  purpose 
of  meeting  the  costs  and  expenses  of  such  sale.  Such 
Bonds  shall,  except  as  aforesaid,  be  received  in  payment 
of  said  purchase  price  at  an  amount  equal  to  the  sum 
which  would  be  received  in  respect  thereof  upon  the  dis- 
tribution of  the  proceeds  of  sale.  In  case  the  amount  so 
payable  shall  be  less  than  the  amount  due  thereon,  said 
Bonds  shall  be  returned  after  being  stamped  to  show 
partial  payments. 

The  proceeds  of  any  sale  made  as  aforesaid  shall  be 
applied  as  follows: 

1.  To  the  payment  of  the  costs  and  expenses  of  such 
sale,  including  a  reasonable  compensation  to  the  Trustee, 
its  agents,  attorneys  and  counsel,  and  all  expenses,  lia- 
bilities and  advances  made  or  incurred  by  the  Trustee 
in  the  conduct  and  enforcement  of  the  trusts  hereby 
created ; 

2.  To  the  payment  of  the  whole  amount  of  principal 
and  interest  which  shall  then  be  due  and  unpaid  upon 
bonds  then  outstanding  whether  the  said  principal  by  the 
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tenor  of  said  bonds  shall  be  then  due  or  not,  with  interest 
at  seven  per  cent.  (7%)  per  annum  on  the  overdue  instal- 
ments of  interest;  and  in  case  such  proceeds  shall  be 
insufficient  to  pay  the  full  amount  so  due  and  unpaid 
then  to  the  payment  thereof  ratably  without  preference 
of  any  bond  or  coupon  over  any  other  and  without  pre- 
ference of  principal  over  interest  or  of  interest  over 
principal;  and 

3.  To  the  payment  of  the  surplus,  if  any,  to  the  Re- 
public or  to  whomsoever  shall  be  lawfully  entitled  to 
receive  the  same. 

ARTICLE  EIGHTH. 
Concerning  the  Trustee  and  the  Fiscal  Agent. 

Section  1.  The  Republic  hereby  appoints  Central 
Union  Trust  Company  of  New  York,  Trustee  for  the 
Bondholders  and  Transfer  Agent  of  the  Bonds,  and 
hereby  appoints  Brown  l>rothers  &  Co.  and  J.  &  W. 
Seligman  &  Co.,  jointly,  Fiscal  Agent  of  the  Republic 
hereunder,  in  the  United  States  of  America  and  in  Eu- 
rope, with  full  power  to  appoint  agents,  in  the  United 
(States  and  in  Europe  or  elsewliere,  to  act  for  it  in 
respect  hereof;  and  the  Central  Union  Trust  Company  of 
New  York  and  Brown  Brothers  &  Co.  and  J.  &  W.  Selig- 
man &  Co.,  respectively,  accept  such  appointments.  The 
Republic  covenants  that,  during  the  life  of  the  Bonds, 
the  Republic  will  at  all  times  maintain  in  the  City  of 
New  York,  United  States  of  America,  a  Fiscal  Agency, 
and  also  a  Transfer  Agency  of  the  Bonds,  and  any  suc- 
cessor to  the  Central  Union  Trust  Company  of  New  York, 
as  Trustee,  shall  always  be  a  trust  company  organized 
under  the  laws  of  the  State  of  New  York  and  carrying 
on  business  in  the  Borough  of  Manhattan,  in  said  City, 
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and  having  a  capital  and  snrplus  aggregating  at  least  two 
million  dollars. 

Section  2.  The  Trustee  and  the  Fiscal  Agent,  respec- 
tively, in  the  execution  of  the  trusts  and  duties  incum- 
bent upon  them  hereunder  shall  be  under  full  legal  liabil- 
ity except  as  in  this  Contract  provided.  They  respec- 
tively may  at  any  time,  instead  of  acting  personally, 
employ  and  appoint  such  agent  or  agents,  and  attorney 
or  attorneys,  as  they  may  deem  desirable. 

Section  3.  Neither  the  Trustee  nor  the  Fiscal  Agent 
shall  be  answerable  for  the  default  or  misconduct  of  any 
agent,  attorney,  bank  or  banker  appointed  or  selected  by 
them  or  either  of  them  in  pursuance  hereof,  if  such  agent, 
attorney,  bank  or  banker  shall  have  been  selected  with 
reasonable  care;  or  for  anything  whatever  in  connection 
with  this  trust,  except  for  their  own  wilful  misconduct. 

Section  4.  The  Trustee  and  the  Fiscal  Agent,  or  either 
of  them,  may  at  any  time,  and  from  time  to  time,  take 
such  steps  as  they  may  deem  proper  for  the  enforcement 
of  the  provisions  hereof  and  for  the  protection  of  the 
rights  of  the  Bondholders  hei'eunder. 

Section  5.  The  Trustee  and  the  Fiscal  Agent  shall 
respectively  have,  in  addition  to  the  rights,  powers  and 
duties  conferred  by  law  and  otherwise  by  this  instru- 
ment, the  following  rights,  powers  and  duties : 

(a)  Each  of  them  shall,  from  time  to  time,  receive 
all  such  sums,  bonds,  shares  or  other  securities  as  shall 
be  paid  or  delivered  to  them  respectively  in  accordance 
with  this  Contract,  and  shall  respectively  use  and  apply 
the  same  in  the  manner  herein  authorized ;  and,  so  far  as 
such  moneys  so  received  shall  suffice  therefor,  they  shall 
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conduct  the  service  of  the  Loan  in  accordance  with  this 
Contract  and  with  the  provisions  of  the  Bonds. 

(Z>)  They  may,  snibject  to  the  express  terms  of  this 
Contract  and  of  the  Bonds,  act  in  accordance  with  the 
written  or  cable  order  of  the  Minister  of  Finance  of  the 
Republic;  and  the  order  of  the  Minister  of  Finance  as 
aforesaid  shall  be  full  protection  to  the  Fiscal  Agent  and 
the  Trustee,  or  either  of  them,  for  action  in  accordance 
therewith, 

(c)  The  Trustee  and  the  Fiscal  Agent  shall  each  keep, 
in  the  City  of  New  York,  accounts  of  their  respective 
receipts  and  disbursements  in  connection  with  this  Loan ; 
and  statements  of  such  accounts  shall  be  rendered  by 
the  Trustee  and  the  Fiscal  Agent,  respectively,  to 
tlie  Minister  of  Finance  of  the  Republic  and  to  the  De- 
partment of  State  of  the  United  States  on  February  1, 
1922,  and  at  the  expiration  of  each  twelve  months 
thereafter,  and  at  such  other  times  as  may  be  re- 
quested by  either  of  the  two  Grovernments.  From  time 
to  time  as  requested,  the  Trustee  and/or  the  Fiscal  Agent 
shall  also  render  to  the  Republic  itemized  statements  of 
the  expenditures  incident  to  the  service  of  the  Loan,  to- 
gether with  copies  of  the  vouchers  covering  such  expendi- 
tures. The  aforesaid  accounts  shall  be  kept  in  separate 
books  and  the  Republic  shall  have  the  right,  at  any  rea- 
sonable time,  to  examine  and  make  extracts  from  said 
books. 

(d)  Statements  of  account  rendered  by  the  Fiscal 
Agent  and  by  the  Trustee  respectively  may  be  trans- 
mitted to  the  Republic  in  any  manner  in  which,  by  this 
Contract,  notice  may  be  given  to  the  Republic ;  and  shall 
be  conclusive  on  the  Republic,  save  as  specific  objection 
thereto  in  writing  by  the  Republic  shall  be  received  by  the 
Fiscal  Agent  or  by  the  Trustee,  as  the  case  may  be,  within 
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90  days  after  the  transmittal  of  any  statement  of  account 
to  the  Republic. 

(e)  The  Fiscal  Agent  and  the  Trustee  shall  only  be 
chargeable  for  such  moneys  as  may  be  actually  received 
by  them  respectively  in  the  City  of  New  York  from  the 
Republic  or  for  its  account.  They  will  each  allow  interest 
at  the  rate  of  2%  per  annum  on  the  average  daily  credit 
balances  in  accounts  representing  all  their  respective  re- 
ceipts and  disbursements,  including,  in  the  case  of  the  Fis- 
cal Agent,  all  money's  held  in  the  Sinking  Fund,  which  in- 
terest shall  be  added  to  tlie  Sinking  Fund,  and  the  Fiscal 
Agent  and  the  Trustee  shall  not  be  charged  or  chargeable 
with  interest  except  as  aforesaid. 

(/)  The  Fiscal  Agent  and  the  Trustee  shall  respec- 
tively be  protected  in  acting  upon  au}^  order,  notice,  re- 
quest, consent,  cable,  certificate,  bond  or  other  paper  or 
document  believ^ed  by  them  respectively  to  be  genuine,  and 
to  be  signed  by  the  person  or  persons  purpoi-ting  to  sign 
the  same.  They  may  each  advise  with  legal  counsel,  and 
neither  shall  incur  any  liability  for  any  action  taken  or 
suffered  hereunder  by  them  respectively  in  accordance 
with  the  opinion  of  such  counsel.  Neither  the  Fiscal 
Agent  nor  the  Trustee  shall  incur  any  responsibility  in  re- 
spect of  the  validity  hereof,  or  of  said  Bonds,  nor  in  re- 
spect of  the  value  of  the  security  hereunder.  The  Trustee 
shall  incur  no  responsibility  in  respect  of  the  genuineness, 
validity  or  value  of  any  shares  of  stock  deposited  with 
it  or  the  validity  or  registration  of  the  mortgages  herein- 
above provided  for.  Neither  the  Fiscal  Agent  nor  the 
Trustee  shall  incur  any  responsibility  in  respect  of  the 
disposition  of  said  Bonds  or  the  application  of  the  pro- 
ceeds thereof,  except  as  herein  expressly  provided ;  nor  by 
reason  of  the  failure  of  the  Republic  or  of  any  other  per- 
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son  or  persons  to  carry  omt  or  perform  any  covenant, 
agreement  or  provision  of  this  Contract. 

(g)  The  Fiscal  Agent  and  the  Trustee  may  each  of 
them  acquire  and  hold  any  of  the  said  Bonds  with  the 
same  rights  as  if  they  were  not  Fiscal  Agent  or  Trustee 
hereunder. 

Section  6.  The  Fiscal  Agent  and  the  Trustee,  or 
either,  may  withdraw  and  resign  by  giving  notice  to  the 
Republic  of  such  intention,  specifying  the  date  when  it  is 
desired  such  withdrawal  shall  take  effect,  which  shall 
be  not  less  than  four  mooiths  after  such  notice  to  the  Re- 
public shall  have  been  given  unless  shorter  notice  shall  be 
accepted  by  the  Republic.  The  Fiscal  Agent  and  the  Trus- 
tee or  either  may  be  removed  at  any  time  by  an  instrument 
or  instruments  in  writing  executed  by  the  holders  of  a 
majority  in  amount  of  the  Bonds,  with  the  approval  of 
the  Secretary  of  State  of  the  United  States.  In  case  the 
Fiscal  Agent  or  the  Trustee  or  both  shall  be  so  removed, 
or  shall  resign,  or  shall  from  any  cause  become  incapable 
of  acting,  or  a  vacancy  from  any  cause  shall  occur  in  the 
office  of  Fiscal  Agent  or  the  office  of  Trustee,  a  successor 
or  successors  to  the  Fiscal  Agent  or  Trustee  so  ceasing 
to  act  shall,  with  the  approval  of  the  Secretary  of  State 
of  the  United  States,  be  appointed  by  the  Republic  by 
designation  in  writing  under  the  hand  of  the  Minister 
of  Finance  of  the  Republic,  a  counterpart  whereof  shall 
be  delivered  to  such  successor  or  successors  respectively 
and  a  countei-part  filed  in  the  Department  of  State  of 
the  United  States  of  America, 

All  the  provisions  of  this  Section  relative  to  the 
withdrawal,  resignation  or  removal  of  the  Fiscal  Agent 
and  to  the  appointment  of  a  successor  shall  severally 
apply  to  each  of  the  two  firms  appointed  Fiscal  Agent 


Z6 

hereunder,  except  that  in  case  of  the  withdrawal,  resigna- 
tion or  removal  of  either  of  said  firms,  the  remaining  firm 
shall  be  Fiscal  Agent,  and  so  long  as  such  firm  shall  con- 
tinue Fiscal  Agent,  no  successor  to  the  fii*m  which  may 
have  thus  withdrawn,  resigned  or  been  removed  shall  be 
appointed. 

Section  7.  The  Fiscal  Agent  in  the  custody  of  moneys 
hereunder  shall  be  liable  only  as  Bankers. 


ARTICLE  NINTH. 

Notices. 

Any  statement,  notice,  request  or  other  communica- 
tion, under  this  Contract,  from  the  Fiscal  Agent  or  from 
the  Trustee  to  the  Republic,  shall  be  in  writing,  addressed 
"El  Ministro  de  Hacienda  de  la  Republica  de  Nicaragua", 
and  shall  be  deemed  to  have  been  duly  given  if  delivered  ait 
the  Legation  of  the  Republic  in  Washington,  District  of 
•Columbia,  or  at  the  Consulate  of  the  Republic  in  the  City 
of  New  York,  or  if  deposited  in  the  mails,  enclosed  in  a 
sealed,  postage  prepaid  package  addressed  as  above  to 
Managua,  Nicaragua.  Service  of  such  notice  or  other 
communication  shall  be  deemed  complete  as  of  the  date 
of  such  delivery  or  as  of  the  date  of  such  deposit  in  the 
mails;  in  each  case,  however,  a  duplicate  of  said  state- 
ment, notice,  request  or  other  communication  shall  be 
delivered  to  the  Department  of  State  of  the  United  States. 
Any  notice  or  other  communication  from  the  Republic  to 
the  Fiscal  Agent  or  to  the  Trustee  shall  also  be  in  writing, 
and  shall  be  sufficiently  given  if  addressed  to  such  Fiscal 
Agent  or  Trustee,  respectively,  and  delivered  at  the  offices 
of  the  two  firms  constituting  such  Fiscal  Agent  or  at 
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the  office  of  the  Trustee,  respectively,  in  the  City  of  New 
York. 


ARTICLE  TENTH. 

General  Provisions. 

Section  1.  This  contract  shall  bind,  and  is  for  the  ex- 
clusive benefit  of  the  parties  hereto  and  of  the  holders  of 
the  Bonds  issued  hereunder.  Nothing  herein  contained 
shall  be  deemed  or  construed  as  creating  any  trust  or  obli- 
gation in  favor  of  or  as  conferring  any  privilege  or  benefit 
whatsoever  upon  any  of  the  holders  or  owners  of  any 
bonds,  obligations  or  other  evidences  of  indebtedness  of 
the  Republic  now  outstanding. 

Section  2.  The  provisions  of  this  Contract  shall  apply 
to  and  in  respect  of  the  firms  of  Bankers  constituting  the 
parties  of  the  third  part  as  such  firms  shall  from  time 
to  time  be  respectively  constituted  without  reference  to 
any  change  in  membership. 

Section  3.  This  Contract  shall  be  deemed  to  be,  and 
shall  be  construed  as,  a  New  York  contract,  made  for  the 
benefit  and  security  of  the  holders  from  time  to  time  of 
the  Bonds  and  the  appurtenant  coupons. 

Section  4.  In  case  any  controversy,  question,  dispute 
or  difficulty  whatsoever  shall  arise  regarding  the  inter- 
pretation, performance  or  otherwise  in  connection  with 
this  agreement,  such  controversy,  question,  dispute  or 
difficulty  so  arising  shall,  unless  otherwise  provided  in 
this  Contract  or  in  the  Financial  Plan  of  1920,  imme- 
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diately  be  referred  by  any  of  the  parties  hereto  to  the 
Secretary  of  State  of  the  United  States  for  determination, 
decision  and  award  and  any  such  determination,  decision 
and  award  when  made  after  such  reference  sliall  be  ac- 
cepted by  the  parties  hereto  as  final  and  conclusive. 

Section  5.  This  Contract  has  been  submitted  to  the 
Secretary  of  State  of  the  United  States  who  perceives  no 
objection  thereto  from  the  standpoint  of  the  Department 
of  State  of  the  United  States.  Within  10  days  after  the 
ratification  of  this  Contract  by  the  Executive  and  the 
Congress  of  the  Republic,  the  Republic  shall  file  with  the 
Department  of  State  of  the  United  States  of  America  an 
original  executed  counterpart  of  this  contract. 

Section  6.  This  Contract  shall  take  effect  and  become 
operative  when  ratified  and  approved  b}'  the  Executive 
and  Congress  of  the  Republic,  provided,  however,  that 
such  approval  and  ratification  shall  be  given  on  or  before 
December  1,  1920.  In  default  of  such  approval  and  rati- 
fication on  or  before  said  date,  this  Contract  shall  be- 
come and  be  null  and  void. 

In  Witness  Whereof,  the  Republic  of  Nicaragua 
has  caused  this  Contract  to  be  subscribed  on  its  behalf 
by  Senor  Don  Octaviano  Cesar,  Minister  of  Finance  and 
Financial  Agent  of  the  Republic  of  Nicaragua;  the 
Central  Union  Trust  Company  of  New  York  has 
caused  this  contract  to  be  subscribed  in  its  name  by  one 
of  its  Vice-Presidents,  and  its  corporate  seal  to  be  here- 
unto affixed  and  attested  by  one  of  its  Assistant  Secre- 
taries; and  said  Brown  Brothers  &  Co.  and  said  J.  &  W. 
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Seligman  &  Co.  have  hereunto  set  their  hands  and  seals 
the  day  and  year  first  above  written. 

This  contract  is  executed  in  quadruplicate. 

OcTAviANO  Cesar 
Minister  of  Finance  and  Financial  Agent 
of  the  Republic  of  Nicaragua. 

Central  Union  Trust  Company  of  New  York, 
[corporate  seal]  By  F.  J.  Fuller 

Vice-President. 
Attest : 

C.  P.  Stallknecht 

Assistant  Secretary. 

Brown  Brothers  &  Co.     [l.  s.] 
J.  &  W.  Seligman  &  Co.     [l.  s.] 
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Schednle  A-1. 

[form  of  bond.] 
REPUBLIC  OF  NICARAGUA. 

No I U.  S.  Gold 

Seven  Per  Cent.  15-Year  Sinking  Fund  Gold  Bond. 

Due 

The  Republic  of  Nicaragua  for  ^alue  received,  prom- 
ises to  pay  to  the  bearer,  or,  if  registered,  to  the  regis- 
tered holder  hereof,  on  the  first  day  of 

Dollars  in  gold  coin 
of  the  United  States  of  America  of  the  present  standard 
of  weight  and  fineness,  and  to  pay  interest  thereon  at  the 
rate  of  seven  per  cent,  per  annum  from  the  date  hereof, 
semi-annually  on  the  first  day  of  January  and  July  of 
each  3'ear,  upon  surrender  of  the  annexed  coupons  as 
they  respectively  mature. 

Principal  and  interest  will  be  paid  in  the  City  of  New 
York,  U.  S.  A.,  at  the  offices  of  Brown  Brothers  &  Co. 
or  of  J.  &  W.  Seligman  &  Co.  in  the  City  of  New  York, 
U.  S.  A.,  in  times  of  war  as  well  as  of  peace,  without 
deduction  for  any  imposts,  contributions  or  other  taxes 
now  or  hereafter  levied  or  collected  by  or  within  the 
Republic  of  Nicaragua,  whether  National,  or  of  any  other 
nature  whatsoever,  or  whether  such  imposts,  contribu- 
tions or  other  taxes  be  on  said  Bond  or  on  the  income 
derived  therefrom,  or  upon  the  holder  hereof,  or  whether 
the  holder  of  this  Bond  be  a  citizen  of  Nicaragua  or  of  a 
State  friendly  or  hostile  to  the  Republic  of  Nicaragua. 

This  Bond  is  one  of  an  issue  of  not  exceeding  |9,000,000 
l)ar  value,  issued  and  to  be  issued  by  the  Republic  of 
Nicaragua  under  and  in  pursuance  of  a  Bond  Trust 
and  Fiscal  Agency  Contract  dated  October  5th,  1920, 
between  the  Republic  of  Nicaragua,  the  Central  Union 
Trust  Company  of  New  York,  as  Trustee,  and  Brown 
lirothers  &  Co.  and  J.  &  W.  Seligman  &  Co.,  as  Fiscal 


Agent,  ratified  and  approved  by  the  President  of  the 
Republic  on  the  day  of 

1920,  and  by  the  Congress  of  the  Republic  on  the 
day  of  ,  1920,  to  which  Contract  refer- 

ence is  hereby  made  for  a  statement  of  the  security  of  the 
Bonda,  the  terms  and  conditions  upon  which  they  are 
issued,  and  the  rights  of  the  holders. 

The  Bonds  are,  as  provided  in  said  Bond  Trust  and 
Fiscal  Agency  Contract,  equally  secured  hoth  as  to  prin- 
cipal and  interest : 

(a)  By  a  lien  and  charge  upon  the  Customs  duties 
of  the  Republic  of  Nicaragua,  which  are  collected  and  to 
be  collected  by  a  Collector  General  nominated  by  the 
Bankers  referred  to  in  the  above  mentioned  contract, 
approved  by  the  Secretary  of  State  of  the  United  States 
and  appointed  by  the  Republic,  which  lien  and  charge  is 
subsequent  only  to  a  prior  lien  in  favor  of  the  Republic's 
Bonds  of  1909,  and  to  charges  for  necessary  expenses  in 
connection  with  the  collection  of  Customs  and  the  Fiscal 
Agency  of  the  Republic  and  for  the  replenishment  of  the 
Exchange  Fund  constituted  by  the  Monetary  Law  of  the 
Republic  and  excepting  from  such  lien  and  charge  that 
portion  of  the  Customs  revenues  known  as  the  "121/2% 
Surtax" ; 

( 6 )  By  a  first  pledge  of  such  of  the  Republic's  Bonds 
of  1909  as  may  be  acquired  by  the  Republic  or  for  its 
account  under  the  provisions  of  said  Bond  Trust  and 
Fiscal  Agency  Contract ; 

(c)  By  a  mortgage  and  lien  upon  all  the  property  and 
earnings  of  the  Ferrocarril  del  Pacifico  de  Nicaragua, 
subject  only  to  a  prior  mortgage  or  lien  in  favor  of  the 
Treasury  Bills,  Series  A,  of  1920. 

(d)  By  a  first  mortgage  and  lien  to  be  created  upon 
a  new  railroad  to  be  constructed  to  connect  the  Lake  of 
Nicaragua  with  the  Atlantic  Ocean ;  and 

(e)  By  a  pledge  of  the  entire  capital  stock  of  the 
Ferrocarril  del  Pacifico  de  Nicaragua,  or  of  such  sue- 
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cessor  company  and  of  such  other  companies  as  may  be 
formed  to  take  over  said  Railroad  and  said  proposed  new 
Railix)ad,  said  pledge  of  the  shares  of  Ferroearril  del 
Pacifico  de  Nicaragua  being  subject  however  to  the  prior 
rights  of  the  Treasury  Bills,  Series  A,  of  1920. 

For  the  prompt  payment  of  this  Bond  with  interest, 
in  accordance  with  its  tenns  and  irrespective  of  any  secu- 
rity therefor,  the  full  faith  and  credit  of  the  Republic  is 
hereby  irrevocably  pledged. 

The  Republic  hereby  declares  that  all  acts,  conditions 
and  formalities  required  to  be  done,  to  happen  or  to  exist 
prior  to  the  issuance  of  this  bond,  have  been  done,  have 
happened  and  existed,  in  due  and  strict  compliance  with 
the  laws  and  constitution  of  the  Republic  of  Nicaragua. 

Both  principal  and  interest  of  this  Bond  are  forever 
exempt  from  taxation  by  the  Republic ;  and  the  Republic 
will  pay  an}"  and  all  taxes  which  may  be  levied  or  col- 
lected by  the  Republic  or  by  any  other  political  author- 
ity in  said  Republic  with  respect  to  this  Bond. 

The  Republic  of  Nicaragua  will  provide  a  minimum 
Sinking  Fund  of  3%  per  annum  of  the  par  value  of  the 
Bonds  issued,  including  all  Bonds  in  the  Sinking  Fund. 
This  Bond  is  subject  to  redemption  at  par  and  accrued 
interest  on  July  1st  of  any  year  on  50  days'  notice  by 
publication,  after  which  redemption  date  interest  thereon 
shall  cease. 

This  Bond  shall  pass  by  delivery,  unless  registered. 
After  registration  noted  hereon  by  the  said  Trustee,  or 
other  duly  designated  Agency,  no  transfer  hereof,  unless 
made  upon  the  books  of  the  said  Trustee,  or  of  said 
Agency  by  the  registered  holder  in  person  or  by  attorney, 
shall  be  valid,  unless  the  last  registration  shall  have  been 
to  bearer;  but  this  Bond  shall  be  subject  to  successive 
registrations  and  transfers  to  bearer  at  the  option  of  the 
holder:  such  registration  shall  not  restrain  the  negoti- 
ability of  the  coupons  by  delivery. 

This  Bond  shall  not  be  valid  until  it  shall  have  been 
authenticated  by  the  signature  of  the  said  Trustee  to  the 
certificate  hereon  endorsed. 

In  construing  this  Bond,  the  English  text  shall  govern. 
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In  Witness  Whereof^  the  Eepublic  of  Nicaragua 
Las  caused  this  Bond  to  be  engraved  with  the  fae-simile 
signatni-e  of  the  Minister  of  Finance  of  the  Republic,  and 
to  be  signed  by  the  Special  Delegate  of  the  Republic  ap- 
pointed by  said  Minister  of  Finance,  and  the  Seal  of  the 
Department  of  Finance  to  be  hereunto  aifixed,  and  the 
coupons  of  said  Bond  with  the  engraved  fac-simile  signa- 
ture of  said  Minister  of  Finance  to  be  hereunto  attached 
this  day  of 

[form  of  coupon.] 
|35. 

On  the  the  Republic  of 

Nicaragua  will  pay  to  the  bearer,  on  surrender  of  this 
coupon,  at  the  offices  of  Brown  Brothers  &  Co.,  or  qf  J.  & 
W.  Seligman  &  Co.  in  the  City  of  New  York,  U.  S.  A., 
Thirty-five  Dollars  (|35)  U.  S.  gold,  of  the  standard  of 
weight  and  fineness  existing  ,  being  six 

months'  interest  then  due  on  its  Seven  Per  Cent.  15-Year 
Sinking  Fund  Gold  Bond  No.  ,  unless  said 

Bond  shall  have  been  called  for  previous  redemption. 


Schedule  A-2. 

Trustee^s  Certificate. 

The  within  Bond  is  one  of  an  issue  of  Seven  Per  Cent. 
15- Year  Sinking  Fund  Gold  Bonds  of  the  Republic  of 
Nicaragua  described  in  the  within  mentioned  Bond  Trust 
and  Fiscal  Agency  Contract. 

Central  Union  Trust  Company  of  New  York^ 

Trustee, 
By 

Assistant  Secretary. 
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REPUBLIC  OF  NICARAGUA 


AND 


CENTRAL  UNION  TRUST  COMPANY 
OF  NEW  YORK 


AND 


BROWN  BROTHERS  &  CO.  and  J.  &  W.  SELIGMAN  &  CO. 


TREASURY   BILLS»  SERIES   A 

Sruat  anJn  Jtaral  Ag^nrg  Qlnntrart 


Dated:    October  5,  1920 


TREASURY  BILLS,  SERIES  A,  TRUST  AND  FISCAL 
AGENCY   CONTRACT. 

Contract  made  at  the  City  of  New  York,  this 
fifth  day  of  October,  nineteen  hundred  and  twenty, 
between  the  Republic  of  Nicaragua  (hereinafter 
called  the  "Republic"),  party  of  the  first  part;  Central 
Union  Trust  Company  op  New  York,  a  corpora- 
tion organized  under  the  laws  of  the  State  of  New 
York  (hereinafter  called  the  "Trustee"),  party  of  the 
second  part;  and  Brown  Brothers  &  Co.  and  J.  &  W. 
Seligman  &  Co.,  copartnerships  doing  business  in  the 
City  of  New  York  (who,  acting  together,  are  hereinafter 
called  the  "Fiscal  Agent" ) ,  parties  of  the  third  part ; 

Whereas,  the  Republic  proposes  to  create  and  issue 
its  Treasury  Bills,  Series  A,  to  an  aggregate  principal 
amount  of  |1,450,000,  United  States  gold,  to  be  secured 
under  this  Contract  and  as  hereinafter  stated ;  and 

Whereas,  the  Republic  desires  the  Central  Union 
Trust  Company  of  New  York  to  act  as  Trustee  under  this 
Contract : 

Now,  therefore,  in  consideration  of  the  premises  and 
of  the  mutual  covenants  and  undertakings  hereinafter 
contained,  the  parties  hereto  covenant  and  agree  to  and 
with  each  other  as  follows : 

ARTICLE   FIRST. 

Treasury  Bills,  Series  A. 

Section  1.  The  Republic  shall  forthwith  issue  its 
Treasury   Bills,    Series   A,    to   the   aggregate   principal 
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amount  of  $1,450,000  in  United  States  gold.  They  shall 
be  designated  and  known  as  "Republic  of  Nicaragua  Gold 
Treasury  Bills,  Series  A,  of  1920",  hereinafter,  for  brevity, 
called  the  "Treasury  Bills,  Series  A". 

Section  2.  The  original  issue  of  Treasury  Bills, 
Series  A,  shall  be  dated  September  1,  1920.  Any  new 
Treasury  Bills  issued  under  subdivision  (4)  of  Section  1 
of  Article  Second  below,  shall  bear  the  same  date  as  the 
maturity  date,  of  the  Treasury  Bills,  Series  A,  for  the 
payment  of  which  such  new  Treasury  Bills  shall  be 
issued;  each  bill  shall  mature  on  the  first  day  of  the 
following  February  or  August,  whichever  of  said  months 
may  come  first,  but  in  no  case  later  than  August  1, 
1924;  'they  shall  bear  interest  at  the  rate  of  9%  per 
annum  from  their  date,  payable  at  the  same  time  as  the 
principal.  The  principal  and  interest  shall  be  payable 
in  United  States  gold  coin,  of  or  equal  to  the  standard  of 
weight  and  fineness  existing  September  first,  1920. 

In  authenticating  any  of  the  Treasury  Bills,  Series  A, 
the  Trustee  may  rely  and  shall  be  fully  protected  in  act- 
ing upon  the  statement  in  writing  of  the  Minister  of 
Finance  of  the  Republic  as  to  the  ratification  of  this 
Contract  by  the  Executive  and  Congress  of  the  Republic, 
and  as  to  the  due  registration  of  the  mortgages  herein- 
after referred  to. 

Section  3.  The  Treasury  Bills,  Series  A,  shall  be  of 
such  denominations,  not  below  |1,000  United  States 
Gold,  as  may  be  determined  by  the  Fiscal  Agent. 

Section  4.  The  Treasury  Bills,  Series  A,  both  as  to 
principal  and  interest  shall  be  payable  at  the  oflflces  of 
either  Brown  Brothers  &  Co.  or  of  J.  &  W.  Seligman  & 
Co.  in  the  City  of  New  York. 


Section  5.  The  Treasury  Bills,  Series  A,  shall  be  in 
English  and  substantially  in  the  form  and  of  the  tenor 
and  purport  as  shown  in  Schedule  "B-1"  hereto  annexed : 
fhey  shall  be  signed  in  the  City  of  New  York  by  a  Special 
Delegate  of  the  Republic  to  be  appointed  by  the  Minister 
of  Finance;  shall  be  payable  to  the  order  of  such  person 
or  persons  as  the  Fiscal  Agent  may  designate ;  and  shall 
be  transferable  by  endorsement  and  delivery.  The  print- 
ing of  the  Treasury  Bills,  Series  A,  shall  be  under  the 
direction  of  the  Fiscal  Agent. 

Section  6.  Each  Treasury  Bill,  Series  A,  shall  bear 
endorsed  thereon  a  certificate  substantially  in  the  form 
shown  in  said  Schedule  "B-1",  signed  by  the  Trustee 
authenticating  such  Treasury  Bill.  No  Treasuiy  Bill, 
Series  A,  shall  be  valid  without  such  certificate  so  signed; 
and  such  certificate  shall  be  conclusive  evidence  that  the 
Treasury  Bill  has  been  duly  issued  in  pursuance  of  this 
Contract,  and  that  the  holder  is  entitled  to  the  benefit 
thereof. 

Section  7.  In  case  any  Treasury  Bill,  Series  A,  shall 
become  mutilated  or  shall  be  destroyed  or  lo»t,  the  Re- 
public may  issue,  and  thereupon  the  Trustee,  at  the 
request  of  the  Minister  of  Finance  of  the  Republic  of 
Nicaragua,  shall  authenticate  and  deliver  a  new  Treasury 
Bill,  Series  A,  of  like  amount,  tenor  and  date,  bearing 
the  same  serial  number  and  designation  in  exchange  and 
substitution  for  and  upon  cancellation  of  the  mutilated 
Treasury  Bill,  or  in  lieu  of  and  substitution  for  the 
Treasury  Bill  destroyed  or  lost;  but  in  the  case  of  a 
destroyed  or  lost  Treasury  Bill,  such  new  Treasury  Bill 
shall  be  issued  only  in  the  discretion  of  the  Republic  and 
of  the  Trustee  upon  receipt  by  the  Republic  and  by  the 
Trustee  of  evidence  satisfactorv  to  them  of  the  destruc- 


tion  or  loss  of  such  Treasury  Bill,  and  upon  receipt  also 
of  indemnity  satisfactory  to  said  Republic  and  Trustee. 

Upon  surrender  and  cancellation  of  Treasury  Bills  of 
any  denomination,  the  Republic  shall,  at  the  request  of 
the  Fiscal  Agent,  issue,  and  the  Trustee  shall  authenti- 
cate and  deliver  in  exchange  therefor  Treasury  Bills  of  a 
different  denomination  or  different  denominations  to  an 
amount  in  the  aggregate  equal  to  the  aggregate  amount 
of  the  Treasury  Bills  so  surrendered  and  cancelled. 

Section  8.  The  Loan  represented  by  the  proposed 
Treasury  Bills,  Series  A,  shall  constitute  and  is  hereby 
declared  to  be  the  direct  liability  and  obligation  of  the 
Republic,  irrespective  of  any  security  provided  henel- 
nnder,  and  the  Republic  hereby  pledges  its  faith  and 
credit  for  the  due  and  punctual  payment  of  the  principal 
and  interest  of  the  Loan,  and  of  all  amounts  required  for 
or  incident  to  the  service  of  the  Loan,  and  for  the  per- 
formance of  all  the  undertakings  herein  contained  on  its 
part  to  be  performed. 

Section  9.  The  Treasui'y  Bills,  Series  A,  shall  always 
be  exempt,  both  as  to  principal  and  interest,  from  any 
and  all  imposts,  contributions  or  other  taxes  now  or  here- 
after levied  or  collected  by  or  in  the  Republic,  whether 
they  be  on  the  said  Treasury  Bills,  the  income  derived 
therefrom  or  on  the  holder  thereof,  and  whether  the  latter 
be  a  Nicaraguan  citizen  or  a  citizen  of  a  State  friendly  or 
hostile  to  the  Republic  of  Nicaragua.  The  Republic  fur- 
thermore agrees  that  it  will  pay  and  discharge  any  and 
all  imposts  and  other  taxes  now  leviable  or  collectible  or 
which  may  hereafter  be  levied  or  collected  on  said 
Treasury  Bills,  Series  A,  by  the  Republic,  or  by  any 
political  authority  within  said  Republic,  whether  such 
impost  or  tax  be  on  said  Treasury  Bills,  the  income  de- 
rived therefrom  or  on  the  holder  thereof,  and  whether 
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the  latter  be  a  Nicaraguan  citizen  or  a  citizen  of  a  state 
friendly  or  hostile  to  the  Republic  of  Nicaragua. 

All  stamp  or  other  duties  and  taxes  to  which  this  Con- 
tract, and  all  other  documents,  whether  public  or  private, 
and  whether  executed  in  the  Republic  of  Nicaragua  or  in 
the  United  States  of  America,  under  the  terms  of  this 
Contract,  or  in  execution  thereof,  may  be  subject,  as  well 
as  all  notarial  and  registry  and  other  expenses  connected 
with  the  execution  and  recording  of  said  instruments, 
shall  be  paid  by  the  Republic. 

Section  10.  All  expenses  connected  with  the  printing 
of  the  Treasury  Bills,  Series  A,  and  with  their  issue, 
including  stamp  taxes,  if  any,  payable  in  the  United 
States,  and  including  the  compensation  and  expenses  of 
the  Trustee  for  authenticating  the  Bills,  shall  be  paid 
by  the  Bankers  for  account  of  the  Republic  out  of  the 
moneys  mentioned  in  subdivision  (2)  of  Section  1  of 
Article  Second  of  the  Financial  Plan  of  1920. 

Section  11.  The  Republic  hereby  represents  and  de- 
clares that  all  acts,  conditions  and  legal  formalities  which 
should  have  been  done  or  which  should  have  happened 
or  existed  prior  to  the  issuance  of  the  Treasury  Bills, 
Series  A,  have  existed,  happened  or  been  done  as  required 
by  the  Constitution  and  laws  of  the  Republic  and  in  strict 
accordance  therewith. 

ARTICLE  SECOND. 

Resources  Available  for  Payment  of  Treasury  Bills, 

Series  A. 

Section  1.  The  following  resources  shall  be  available 
for  and  shall  be  applied  on  February  1st  and  August  1st 
of  each  year,  in  the  order  named,  to  the  payment  of  the 


Treasury  Bills,  Series  A,  and  of  all  other  amounts  re- 
quired for  or  incident  to  the  service  of  the  Loan : 

(1)  50%  of  the  Surplus  Revenues  for  the  six  months 
ending  on  the  preceding  January  1  and  July  1  respect- 
ively, as  such  "Surplus  Revenues"  are  defined  in  the 
Financial  Plan  of  1920,  which  is  hereby  made  a  part 
hereof ; 

(2)  One-half  of  the  remaining  50%  of  the  Surplus 
Revenues,  subject,  however,  to  the  prior  lien  on  said  half 
in  favor  of  the  Guaranteed  Customs  Bonds. 

(3)  All  dividends  payable  after  the  date  hereof,  by 
the  Ferrocarril  del  Pacifico  de  Nicaragua,  or  by  its  suc- 
cessor, except  the  sum  of  12,500  cordobas  semi-annually, 
or  such  portion  thereof  as  may  be  necessary,  to  pay  for 
transportation  services  rendered  by  the  Ferrocarril  del 
Pacifico  de  Nicaragua  to  the  Republic ;  also,  subject  how- 
ever to  the  prior  rights  in  favor  of  the  Republic's  Bonds  of 
1920  as  set  forth  in  the  Bond  Trust  and  Fiscal  Agency 
Contract  bearing  even  date  herewith,  all  dividends  of  Fer- 
rocarril del  Atlantico  de  Nicaragua. 

(4)  To  the  extent  that  the  above  revenues  shall  not 
be  sufficient  to  pay  the  principal  of  Treasury  Bills, 
Series  A,  as  they  respectively  mature,  the  Republic  may 
issue  new  Treasury  Bills,  Series  A,  in  payment  of  those 
maturing  on  or  before  February  1,  1924  and  the  holders 
of  such  maturing  Treasury  Bills,  Series  A,  shall  accept  in 
payment  thereof  the  new.  Treasury  Bills,  Series  A,  re- 
ferred to  at  their  par  value,  provided  that  the  Republic 
shall  simultaneously  therewith  pay  to  such  holders  in 
cash  a  commission  of  1  per  cent,  on  the  face  amount  of 
such  new  Treasury  Bills,  Series  A.  The  interest  on 
maturing  Treasury  Bills  shall  always  be  paid  in  cash. 

The  right  of  the  Republic  to  issue  new  Treasury  Bills, 
Series  A,  and  the  obligation  on  the  part  of  the  holders 


of  maturing  Bills  to  accept  such  new  Bills  as  aforesaid 
is  conditioned  upon  the  Kepublic's  promptly  meeting  the 
interest  charges  upon  the  Treasury  Bills,  Series  A,  then 
outstanding,  as  also  the  interest  and  sinking  fund  charges 
upon  any  bonds  of  1909  or  of  1920  which  may  then  be 
outstanding. 

(5)  If  the  revenues  mentioned  in  subdivisions  (1), 
(2)  and  (3)  above  should  be  insufficient  to  pay  the  prin- 
cipal and  interest  of  all  Treasury  Bills,  Series  A,  matur- 
ing on  August  1,  1924,  there  shall  be  applied  to  such  pay- 
ment any  balance  then  remaining  unexpended  in  the 
Atlantic  Railroad  Construction  Fund  mentioned  in  an 
agreement  bearing  even  date  herewith  between  the  Re- 
public and  Brown  Brothers  &  Co.  and  J.  &  W.  Seligman 
&  Co.,  known  as  the  "Bankers  Agreement  of  1920." 

(6)  If  the  revenues  mentioned  in  subdivisions  (1), 
(2),  (3)  and  (5)  above  should  be  insufficient  to  pay  the 
principal  and  interest  of  all  Treasury  Bills,  Series  A, 
maturing  on  August  1,  1924,  there  shall  be  applied  to 
such  payment  the  customs  revenues  of  the  Republic  as 
provided  in  subdivision  (6)  of  Sectioai  1  of  Article 
Second  of  the  Financial  Plan  of  1920. 

(7)  If  the  revenues  mentioned  in  subdivisions  (1), 
( 2 ) ,  ( 3 ) ,  ( 5 )  and  ( (3 )  above  sliould  be  insufficient  to  pay 
the  principal  and  interest  of  all  Treasury  Bills,  Series  A, 
maturing  on  August  1,  1924,  any  other  available  re- 
sources of  the  Republic,  including  Bonds  of  1920  still 
undisposed  of,  shall  be  applied  to  such  payment. 

Section  2.  The  Minister  of  Finance  of  the  Republic 
may  also,  as  provided  in  the  Bankers  Agreement  of  1920, 
with  the  approval  of  the  Railroad  Commission  and  the 
consent  of  the  Bankers,  apply  at  any  time  and  from  time 
to  time  to  the  payment  of  Treasury  Bills,  Series  A,  any 


pail  of  the  pi*oceeds  of  Bends  of  1920  allocated  to  railroad 
construction.  ,. 

ARTICLE  THIRD. 
Security. 

Section  1.  The  principal  and  interest  of  the  Treasury 
Bills,  Series  A,  and  all  other  amounts  required  for  or  inci- 
dent to  the  senice  of  the  Loan,  as  also  the  perfonnance 
by  the  Republic  of  all  of  its  obligations  under  this  Ck)n- 
tract,  shall  be  secured  as  follows : 

(a)  By  the  provisions  contained  in  Article  Second 
above,  and  Iw  the  agreement  of  the  Republic  as  therein 
set  forth,  to  apply  to  the  payment  of  said  Treasury  Bills, 
Series  A,  the  revenues  therein  enumerated,  in  the  order 
named. 

(h)  By  a  first  mortgage  and  lien  upon  all  the  property 
and  earnings  of  the  Ferrocarril  del  Pacifico  de  Nicaragua, 
including  all  of  its  franchises,  concessions,  equipment  and 
appurienances.  In  order  that  the  mortgage  and  lien 
provided  for  hereunder,  may  be  duly  constituted,  the 
Republic,  after  acquiring  the  entire  capital  stock  of  the 
Ferrocarril  del  Pacifico  de  Nicaragua,  shall  cause  said 
Railroad  Company  to  execute  and  duly  record  in  favor 
of  the  Trustee  on  or  before  December  15, 1920,  a  mortgage 
in  form  satisfactory  to  the  Trustee  and  to  deliver  to  the 
Trustee  a  duly  ceriified  copy  thereof. 

( c )  By  a  mortgage  and  lien  upon  all  the  property 
and  earnings  of  the  new  Atlantic  Railroad,  as  and  when 
the  same  shall  be  constructed,  including  all  of  its  fran- 
chises, concessions,  equipment  and  appurtenances,  subject 
only  to  the  first  mortgage  and  lien  to  be  created  in  favor 
of  the  Republic's  Bonds  of  1920.  In  order  that  the 
mortgage  and  lien  provided  for  hereunder  may  be  duly 


constituted,  the  Republic  (as  the  prospective  sole  owner 
of  a  Railroad  Company  to  be  incorporated  under  the 
Laws  of  the  Republic  of  Nicaragua  to  construct,  own 
and  operate  said  Atlantic  Railroad),  shall  cause  said 
Company  to  execute  and  duly  record  in  favor  of  the 
Trustee  a  mortgage  in  form  satisfactory  to  the  Trustee. 

(d)  By  moitgages  upon  all  improvements,  extensions, 
additions  and  equipments  which  may  hereafter  be  made 
on  or  added  to  the  existing  Pacific  Railroad  or  the  pro- 
posed Atlantic  Railroad,  subject  only,  as  to  the  latter,  to 
prior  mortgages  and  liens  in  favor  of  the  Republic's 
Bonds  of  1920. 

For  the  purpose  of  making  the  securities  provided  in 
this  paragraph  and  paragraphs  (h)  and  (c)  above  more 
effective,  the  provisions  of  paragraph  9  of  Article  1703  of 
the  Code  of  Civil  Procedure  of  Nicaragua  shall  be  repealed 
in  so  far  as  the  same  relate  to  the  Ferrocarril  del  Paciflco 
de  Nicaragua  and  tlie  Ferrocarril  del  Atlantico  de  Nica- 
ragua, in  such  manner  that  said  Railroads  may  be  made 
subject  to  execution  and  sale  provided  that  the  public 
service  of  said  railroads  shall  not  thereby  be  suspended 
or  in  any  way  interfered  with.  To  the  above  end,  the 
Congress  of  the  Republic  shall,  in  accordance  with  the 
provisions  of  Art.  99  of  the  Constitution,  obtain  the 
opinion  of  the  Supreme  Court  of  Justice  and  consider 
the  same  at  the  same  session  at  wliich  the  present  contract 
shall  be  authorized  or  approved. 

(e)  By  a  pledge  of  the  entire  capital  stock  of  the 
Ferrocarril  del  Pacifico  de  Nicaragua,  and  by  a  pledge 

(subject  only  to  a  prior  pledge  in  favor  of  the  Republic's 
Bonds  of  1920)  of  the  entire  capital  stock  (as  and  when 
issued)  of  a  new  Railroad  Company  to  be  organized  under 
the  laws  of  Nicaragua,  to  own  and  operate  the  proposed 
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new  Atlantic  RailiH>a(l  (hei'eiu  sometimes  called  Feri-o- 
carril  del  Atlantico  de  Nicaragua). 

So  long  as  any  Treasui*y  Bills,  Series  A,  shall  be  out- 
standing and  until  the  completion  of  the  proposed 
Atlantic  Railroad,  any  dividends  which  may  be  payable 
upon  the  shares  of  stock  to  be  deposited  as  aforesaid,  after 
deducting  from  the  dividends  payable  by  Ferrocarril  del 
Pacifico  de  Nicaragua  the  sum  of  12,500  cortlobas  semi- 
annually or  such  portion  thereof  as  may  be  necessary  for 
payment  of  Government  bills  for  transportation,  shall 
be  devoted  to  the  payment  of  principal  and  interest  of  such 
Treasury  Bills,  subject,  however,  as  to  the  Atlantic  Rail- 
road dividends,  to  the  prior  lien  of  the  Bonds  of  1920 
as  set  forth  in  the  Bond  Trust  and  Fiscal  Agency  Con- 
tract above  mentioned.  For  the  purposes  of  constituting 
the  pledge  first  above  mentioned  the  Republic  shall  deliver 
or  cause  to  be  delivered  to  the  Trustee  hereunder,  on  or 
before  December  1,  1920,  certificates  of  stock  duly 
endorsed  in  blank,  representing  the  entire  capital  stock 
of  the  Ferrocarril  del  Pacifico  de  Nicaragua. 

The  shares  deposited  as  aforesaid  shall,  so  long  as 
there  shall  be  no  default  hereunder,  stand  in  the  name  of 
the  Minister  of  Finance  of  the  Republic,  or  such  person  or 
persons  as  he  may,  from  time  to  time  designate,  the  cer- 
tificates representing  such  shares  being  endorsed  in  blank 
by  the  respective  record  holders.  The  Minister  of  Finance 
shall  vote  such  shares  or  cause  the  same  to  be  voted  in 
accordance  with  the  provisions  of  Section  6  of  Article 
Second  of  the  Bankers  Agreement  of  1920,  and  generally 
to  cany  out  the  purposes  and  objects  herein  and  in  said 
Agreement  set  forth,  and  shall  execute,  or  cause  to  be 
executed,  the  requisite  proxies  for  that  purpose.  In  case 
of  default  hereunder,  or  the  failure  of  the  Minister  of 
Finance  to  cause  said  shares  to  be  so  voted,  the  Trustee  at 
its  option,  may,  and,  if  so  requested  by  the  Fiscal  Agent, 
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shall  cause  said  shares  to  be  transferred  into  its  own 
name  or  into  the  name  of  its  nominee  or  nominees. 

(/)  To  the  extent  that  revenues  mentioned  in  sub- 
divisions (1),  (2)  and  (3)  of  Section  1,  Article  Second 
above  (with  any  sums  applied  in  accordance  with  Section 
2  of  said  Article)  shall  be  insufficient  to  pay  the  prin- 
cipal and  interest  of  Treasury  Bills,  Series  A,  maturing 
August  1,  1924,  a  lien  and  charge  is  hereby  constituted 
upon  all  customs  duties  receivable  by  or  for  the  Kepublic 
on  and  after  July  1,  1924,  whether  such  customs  duties  be 
imposed  upon  exports  or  imports,  subject  only  to  the 
prior  liens  referred  to  in  subdivisions  (1)  to  (5)  inclu- 
sive, of  Section  1  of  Article  Second  of  the  Financial  Plan 
of  1920,  and  excepting  from  said  lien  and  charge  that  por- 
tion of  the  Customs  Revenues  known  as  the  "121^% 
Surtax". 

Section  2.  The  Annual  Budget  of  the  Republic  shall 
be  paid  as  provided  in  the  Financial  Plan  of  1920;  and 
the  liens  at  present  existing  or  created  hereunder  and 
simultaneouslj'  herewith  on  the  Customs  Revenues,  Inter- 
nal Revenues  and  other  internal  taxes  of  the  Republic, 
and  the  lien  upon  the  1214%  Customs  Surtax  in  favor  of 
the  Guaranteed  Customs  Bonds  of  the  Republic,  shall  con- 
tinue in  effect ;  but,  except  for  the  charge  of  said  Annual 
Budget,  and  except  for  said  liens,  the  Customs  revenues, 
Customs  Surtax,  Internal  Revenues,  and  all  other  taxes 
of  the  Republic  shall,  so  long  as  any  of  the  Treasury  Bills, 
Series  A,  shall  be  outstanding,  be  and  continue  free  and 
clear  of  all  liens,  charges  or  encumbrances;  and  no  such 
liens,  charges  or  encumbrances  shall  be  placed  thereon 
except  with  the  consent  of  the  High  Commission  and 
of  the  Secretary  of  State  of  the  United  States;  and 
even  then  only  in  case  that  a  preferential  lien  on  such 
revenues  and  taxes  shall  be  created  first,  in  favor  of  the 
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Treasury  Bills,  Series  A,  and  second,  in  favor  of  the  Bonds 
of  1920.  The  Republic  accordingly  covenants  not  to  per- 
mit any  liens  or  cliarges  to  be  placed  on  said  revenues 
so  long  as  any  of  its  Treasury  Bills,  Series  A,  are  out- 
standing, except  as  aforesaid. 

ARTICLE  FOURTH. 

Collection  of  Customs. 

Except  as  may  othei'wise  be  expressly  provided  under 
the  Financial  Plan  of  1920,  the  Custom®  duties  of  the  Re- 
public shall  continue  to  be  collected  and  administered  by 
the  Collector  General  of  Customs  in  manner  and  form  as 
provided  in  the  Treasury  Bills  Agi*eement  of  September  1, 
1911,  between  the  Republitc  of  Nicaragua  and  Brown 
Brothers  &  Co.  and  J.  &  W,  Seligman  &  Co.;  and  such 
collection  and  administration  shall  continue  until  the 
payment  in  full  of  the  Loan  represented  by  the  Treasury 
Bills,  Series  A,  and  until  the  full  discharge  of  all  obliga- 
tions of  the  Republic  under  this  Contract. 

ARTICLE  FIFTH. 

Payment  of  Treasury  Bills. 

Section  1.  For  the  purpose  of  paying  the  principal 
and  interest  of  the  Treasury  Bills,  Series  A,  as  they 
respectively  mature,  the  Republic  shall  remit  or  cause  to 
be  remitted  to  the  Fiscal  Agent  in  New  York  the  Revenues 
mentioned  in  Article  Second,  at  least  twenty  days  prior  to 
the  date  of  such  maturities,  to  the  extent  required  for  that 
purpose;  and  the  Fiscal  Agent  shall,  upon  the  presenta- 
tion of  outstanding  Treasury  Bills  at  their  maturity,  pay 
the  principal  and  interest  thereof  with  the  sums  so  re- 
mitted; the  Bills  so  paid  shall  be  cancelled  by  the  Fiscal 
Agent,  and  having  been  so  cancelled,  the  same  shall  there- 
after be  physically  destroyed  in  the  presence  of  a  repre- 
sentative of  the  Fiscal  Agent  and  of  a  representative  of 
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the  Republic,  who  shall  join  in  the  execution  in  quad- 
ruplicate of  a  certificate  attesting  such  destruction:  one 
counterpart  of  such  certificate  shall  be  delivered  to  the 
Republic,  one  counterpart  to  the  Trustee,  one  counter- 
part to  the  Fiscal  Agent,  and  one  counterpart  to  the 
Secretary  of  State  of  the  United  States. 

Section  2.  Upon  the  payment  in  full  of  all  Treasury 
Bills  to  be  issued  hereunder  and  of  all  other  sums  required, 
under  this  Contract,  to  be  paid  by  the  Republic  or  upon 
the  deposit  with  the  Fiscal  Agent  of  a  sum  sufficient  for 
such  payment ;  and  after  cancellation  and  destruction  of 
all  paid  Treasury  Bills  as  aforesaid,  this  Contract  shall 
cease  and  determine ;  and  any  securities  or  cash  then  held 
liereunder  by  the  Fiscal  Agent  or  by  the  Trustee  shall  be 
delivered  to  or  upon  the  order  of  the  Minister  of  Finance 
of  the  Republic  except  that  all  shares  of  stock  then  held 
by  the  Trustee  under  the  provisions  of  Subdivision  (e) 
of  Section  1,  Article  Third  above,  shall  be  delivered  by  it 
under  the  Bond  Trust  and  Fiscal  Agency  Contract  be- 
tween the  parties  hereto,  bearing  even  date  herewith  to 
the  Trustee  therein  mentioned;  and  the  mortgages, 
pledges  and  other  liens  securing  said  Treasury  Bills, 
shall  be  cancelled. 

Section  3.  All  the  usual  expenses  incurred  in  good 
faith  by  the  Fiscal  Agent  and/  or  by  the  Trustee  in  con- 
nection with  the  issue,  authentication  and  payment  of  the 
Treasury  Bills,  Series  A,  and  of  the  interest  thereon,  or 
otherwise  in  the  service  of  the  Loan,  including  their 
reasonable  and  customary  compensation  for  all  services 
rendered  by  them  or  either  of  them  hereunder,  shall  be 
paid  by  the  Republic ;  and,  to  that  end.  Brown  Brothers 
&  Co.  and  J.  &  W.  Seligman  &  Co.  are  hereby  authorized 
and  directed  to  pay  such  expenses  and  compensation  out 
of  the  moneys  referred  to  in  subdivision  (2)  of  Section  1, 
Article  Second  of  the  Financial  Plan  of  1920. 

B 
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ARTICLE  SIXTH. 

Disposition  op  Treasury  Bills. 

Section  1.  Treasury  Bills,  Series  A,  to  the  aggregate 
amount  of  |1, 450,000  par  value,  shall  forthwith  be 
executed  by  the  Republic  and  shall  be  authenticated  by 
the  Trustee,  but  only  upon  the  deposit  with  it  as  Trustee 
hereunder  of  certificates  of  stock  of  Ferrocarril  del  Paciflco 
de  Nicaragua  as  provided  in  subdivision  (c)  of  Section  1 
of  Article  Third  above,  and  of  a  statement  in  writing 
of  the  Minister  of  Finance  as  provided  in  Section  2  of 
Article  First  above,  showing  the  ratification  of  this  Con- 
tract and  the  due  registration  of  the  Mortgage  mentioned 
in  subdivision  (b)  of  Section  1  of  Article  Third  above. 
Treasury  Bills  so  authenticated  shall  forthwith,  be  de- 
livered to  the  Fiscal  Agent,  to  be  disposed  of  by  it  in 
accordance  with  the  terms  of  an  Agreement  of  even  date 
herewith  between  the  Republic  and  Brown  Brothers  & 
Co.  and  J.  &  W.  Seligman  &  Co.,  known  as  the  "Bankers 
Agreement  of  1920."  Such  new  Treasury  Bills,  Series  A, 
as  the  Republic  may  issue  under  subdivision  (4)  of  Sec- 
tion 1  of  Article  Second  above,  shall,  upon  their  execution 
by  the  Republic,  be  authenticated  from  time  to  time  by 
the  Trustee  upon  the  written  or  cabled  order  of  the  Min- 
ister of  Finance  of  the  Republic  and  shall  be  delivered, 
upon  the  surrender  to  the  Trustee  of  an  equal  face  amount 
of  maturing  Treasury  Bills,  Series  A. 

ARTICLE  SEVENTH. 

Enforcement   op   Pledge   of   Railroad   Stock   Upon 

Default. 

In  case  default  shall  be  made  in  the  due  perform- 
ance of  any  of  the  covenants  of  the  Republic  hereunder, 
and  such  default  shall  continue  for  a  period  of  thirty 
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(30)  days  after  written  iiotioo  thereof  and  demand  of  per- 
formance, the  Trustee  may  and,  if  thereunto  requested  by 
the  holders  of  a  majority  in  amount  of  the  Bills  issued 
and  outstandlnjj;  hereunder,  and  if  indemnified  to  its  sat- 
isfaction for  its  cost  and  expenses  in  so  doing,  shall  pro- 
ceed to  sell  the  shares  then  held  by  it  hereunder. 

The  sale  or  sales  to  be  made  as  aforesaid  shall  be  at 
public  auction  at  such  place  in  the  City  of  New  York 
and  at  such  time  and  upon  such  terms  as  the  Trustee 
may  specify. 

Notice  of  any  such  sale  shall  state  the  time  when  and 
the  place  where  the  same  is  to  be  held,  and  shall  contain 
a  brief  general  description  of  the  securities  to  be  sold; 
such  notice  shall  be  published  twice  a  week  for  two  (2) 
successive  weeks  prior  to  such  sale  in  a  daily  newspaper 
published  in  the  City  of  New  York,  and  a  copy  of  said 
notice  shall,  at  least  two  weeks  prior  to  the  date  of  sale, 
be  sent  to  the  Republic  as  hereinafter  provided. 

The  Trustee  shall  have  the  power  in  its  discretion  to 
adjourn  any  such  sale  from  time  to  time  as  to  the  whole 
or  any  part  of  the  property  to  be  sold,  and  if  so  ad- 
journed, shall  have  power  to  make  such  sale  upon  the 
date  to  which  the  adjournment  is  had,  without  further 
notice  of  the  time  or  place  tO'  which  the  sale  may  be  so 
adjourned. 

Upon  the  completion  of  any  such  sale  or  sales,  the 
Trustee  shall  transfer  and  deliver  such  of  the  shares  of 
stock  as  shall  have  been  sold  to  the  purchaser  or  pur- 
chasers thereof,  and  the  same  shall  thereupon  be  freed 
and  discharged  from  the  trusts  and  lieu  hereby  created. 
The  Trustee  and  its  successors  are  hereby  appointed  true 
and  lawful  attorney  or  attorneys  irrevocable  of  the  Re- 
public, in  its  name  to  make,  execute  and  deliver  to  such 
purchaser  or  purchasers  such  good  and  sufficient  assign- 
ments, transfers  or  other  instruments  as  may  be  neces- 
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sary  or  proper  to  vest  in  sncli  purchaser  or  purchasers 
full  and  complete  title  and  ownership  of  and  to  the  shares 
of  stock  so  sold. 

The  receipt  of  the  Trustee  for  the  purchase  money 
shall  be  sufficient  discharge  for  the  puwhaser  or  pur- 
chasers of  any  of  said  shares  for  his  or  their  purchase 
money. 

Upon  any  such  sale,  the  Trustee  or  any  holder  of  Bills 
hereunder,  or  any  other  person,  may  hid  for  and  may 
purchase  the  stock  offered  for  sale  or  any  part  thereof, 
and  the  purchaser  or  purchasers  shall  have  the  right  to 
make  payment  of  the  purchase  price  by  delivery  of  Bills 
secured  hereby,  except  so  far  as  such  purchase  price  may 
be  required  to  be  paid  in  cash  for  the  purpose  of  meeting 
the  costs  and  expenses  of  such  sale.  Such  Bills  shall, 
except  as  aforesaid,  be  received  in  payment  of  said  pur- 
chase price  at  an  amount  equal  to  the  sum  which  would 
be  received  in  respect  thereof  upon  the  distribution  of 
the  proceeds  of  sale.  In  case  the  amount  so  payable  shall 
be  less  than  the  amount  due  thereon,  said  Bills  shall  be 
returned  after  being  stamped  to  show  partial  payments. 

The  proceeds  of  any  sale  made  as  aforesaid  shall  ha 
applied  as  follows:  ' 

1.  To  the  payment  of  the  costs  and  expenses 
of  such  sale,  including  a  reasonable  compensation 
to  the  Trustee,  its  agents,  attorneys  and  counsel, 
and  all  expenses,  liabilities  and  advances  made  or 
incurred  by  the  Trustee  in  the  conduct  and  en- 
forcement of  the  trusts  hereby  created; 

2.  To  tiie  payment  of  the  whole  amount  then 
owing  upon  the  Bills  issued  hereunder,  with  in- 
terest at  the  rate  of  nine  per  cent.  (9%)  per 
annum  from  and  after  the  date  of  their  maturity, 
and  in  case  of  the  insufficiency  of  such  proceeds 
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for  that  purpose,  thon  to  tlie  payment  ratably  of 
the  amounts  owing  and  unpaid  upon  such  Bills, 
without  preference  of  any  Bill  over  any  other;  and 

3.  To  the  payment  of  the  surplus,  if  any,  to 
the  Republic  or  to  whomsoever  shall  be  lawfully 
entitled  to  receive  the  same. 


ARTICLE  EIGHTH. 

Concerning  the  Trustee  and  the  Fiscal  Agent. 

Section  1.  The  Republic  hereby  appoints  Central 
Union  Trust  Company  of  New  York,  Trustee  for  the 
Treasury  Bills,  and  hereby  appoints  Brown  Brothers  & 
Co.  and  J.  &  W.  Seligman  &  Co.,  jointly,  Fiscal  Agent  of 
the  Republic  hereunder,  in  the  United  States  of  America, 
with  full  power  to  appoint  agents,  in  the  United  States 
or  elsewhere,  to  act  for  it  in  respect  hereof;  and  the 
Central  Union  Trust  Company  of  New  York  and  Brown 
Brothers  &  Co.  and  J.  &  W.  Seligman  &  Co.,  respectively, 
accept  such  appointments.  The  Republic  covenants  that, 
during  the  life  of  the  Treasury  Bills,  Series  A,  the  Re- 
public will  at  all  times  maintain  in  the  City  of  New  York, 
United  States  of  America,  a  Fiscal  Agency,  and  any  suc- 
cessor to  the  Central  Union  Trust  Company  of  New  York, 
as  Trustee,  shall  always  be  a  trust  company  organized 
under  the  laws  of  the  State  of  New  York  and  carrying 
on  business  in  the  Borough  of  Manhattan,  in  said  City, 
and  having  a  capital  and  surplus  aggregating  at  least 
two  million  dollars. 

Section  2,  The  Trustee  and  the  Fiscal  Agent,  re- 
spectively, in  the  execution  of  the  trusts  and  duties  incum- 
bent upon  them  hereunder  shall  be  under  full  legal 
liability    except    as   in    this    Contract   provided.     They 


18 

respectively  may  at  any  time,  infltead  of  acting  per- 
sonally, employ  and  apiK)int  such  agent  or  agents,  and 
attorney  or  attorneys,  as  they  may  deem  desirable. 

Section  3.  Neither  the  Trustee  nor  the  Fiscal  Agent 
sliall  be  answera'ble  for  the  default  or  misconduct  of  any 
agent,  attorney,  bank  or  l>anker  appointed  or  selected  by 
them  or  either  of  them  in  pursuance  hereof,  if  such  agent, 
attorney,  bank  or  banker  shall  have  l)een  selected  with 
reasonable  care;  or  for  anything  whatever  in  connection 
with  this  trust,  except  for  their  own  wilful  misconduct. 

Section  4.  The  Trustee  and  the  Fiscal  Agent,  or 
either  of  them,  may  at  any  time,  and  from  time  to  time, 
take  such  steps  as  they  may  deem  proper  for  the  enforce- 
ment of  the  provisions  hereof  and  for  the  protection  of  the 
rights  of  the  holders  of  Treasury  Rills  hereunder. 

Section  5.  The  Trustee  and  the  Fiscal  Agent  shall 
respectively  have,  in  addition  to  the  lights,  powers  and 
duties  conferred  by  law  and  otherwise  by  this  instrument, 
the  following  rights,  powers  and  duties : 

(a)  Each  of  them  shall,  from  time  to  time,  receive  all 
such  sums,  Treasury  Bills,  bonds,  shares  or  other  securi- 
ties as  shall  be  paid  or  delivered  to  them  respectively  in 
accordance  with  this  Contract,  and  shall  respectivelj'  use 
and  apply  the  same  in  the  manner  herein  authorized ;  and, 
so  far  as  such  moneys  so  received  shall  suffice  therefor, 
they  shall  conduct  the  service  of  the  Ix)an  in  accordance 
with  this  Contract  and  with  the  provisions  of  the  Treasury 
Bills. 

(h)  They  may,  subject  to  the  express  terms  of  this 
(Contract  and  of  the  Treasury  Bills,  act  in  accordance 
with  the  written  or  cable  order  of  the  Minister  of  Finance 
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of  the  Republic ;  and  the  order  of  the  Minister  of  Finance 
as  aforesaid  shall  be  full  protection  to  the  Fiscal  Agent 
and  the  Trustee,  or  either  of  them,  for  action  in  accord- 
ance therewith. 

(e)  Tlie  Trustee  and  the  Fiscal  Agent  shall  each  keep, 
in  the  City  of  New  York,  accounts  of  their  respective 
receipts  and  disbursements  in  connection  with  this  Loan ; 
and  statements  of  such  accounts  shall  be  rendered  by  the 
Trustee  and  the  Fiscal  Agent,  respectively,  to  the  Minis- 
ter of  Finance  of  the  Republic  and  to  the  Department  of 
State  of  the  United  States  on  April  1,  1921,  and  at  the 
expiration  of  each  twelve  months  thereafter,  and  at  such 
other  times  as  may  be  retjuested  by  either  of  the  two 
G*overnments.  From  time  to  time  as  requested,  the 
Trustee  and/or  the  Fiscal  Agent  shall  also  render  to  the 
Republic  itemized  statements  of  the  expenditures  incident 
to  the  service  of  the  Loan,  together  with  copies  of  the 
vouchers  covering  such  exi>enditures.  The  aforesaid 
accounts  shall  be  kept  in  separate  books  and  the  Republic 
shall  have  the  right,  at  any  reasonable  time,  to  examine 
and  make  extracts  from  said  books. 

(d)  Statements  of  accounts  rendered  by  the  Fiscal 
Agent  and  by  the  Trustee  respectively  may  be  transmitted 
to  the  Republic  in  any  manner  in  which,  by  this  Contract, 
notice  may  be  given  to  the  Republic;  and  shall  be  con- 
clusive on  the  Republic,  save  as  specific  objection  thereto 
in  writing  by  the  Republic  shall  be  received  by  the  Fiscal 
Agent  or  by  the  Tmstee,  as  the  case  may  be,  Avithin  90 
days  after  the  transmittal  of  any  statement  of  account  to 
the  Republic. 

(e)  The  Fiscal  Agent  and  the  Trustee  shall  only  be 
chargeable  for  such  moneys  as  may  be  actually  received 
by  them  respectively  in  the  City  of  NeAV  York  from  the 
Republic  or  for  its  account.    They  will  each  allow  interest 
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at  the  rate  of  2%  per  aumim  on  the  average  daily  credit 
balances  in  accounts  representing  all  their  respective  re- 
ceipts and  disbursements,  and  the  Fiscal  Agent  and  the 
Trustee  shall  not  be  charged  or  chargeable  with  interest 
except  as  aforesaid. 

(/)  The  Fiscal  Agent  and  the  Trustee  shall  respect- 
ively be  protected  in  acting  upon  any  order,  notice, 
request,  consent,  certificate,  cable.  Bill,  bond  or  other 
paper  or  document  believed  by  them  respectively  to 
be  genuine,  and  to  be'  signed  by  the  person  or  per- 
sons purporting  to  sign  the  same.  They  may  each 
advise  with  legal  counsel,  and  neither  shall  incur  any 
liability  for  any  action  taken  or  suffered  hereunder 
by  them  respectively  in  accordance  with  the  opinion 
of  such  counsel.  Neither  the  Fiscal  Agent  nor  the 
Trustee  shall  incur  any  responsibility  in  respect  of 
the  validity  hereof,  or  of  said  Treasury  Bills,  nor  in 
respect  of  the  value  of  the  security  hereunder.  The 
Trustee  shall  incur  no  responsibility  in  respect  of  the 
genuineness,  validity  or  value  of  any  shares  of  stock 
deposited  with  it  or  the  validity  or  registration  of  the 
mortgages  hereinabove  provided  for.  Neither  the  Fiscal 
Agent  nor  the  Trustee  shall  incur  any  responsibility  in 
respect  of  the  disposition  of  said  Treasury  Bills  or  the 
application  of  the  proceeds  thereof,  except  as  herein  ex- 
pressly provided ;  nor  by  reason  of  the  failure  of  the  Ke- 
public  or  of  any  other  person  or  persons  to  carry  out  or 
perform  any  covenant,  agreement  or  provision  of  this 
Contract. 

ifj)  The  Fiscal  Agent  and  the  Trustee  may  each  of 
them  acquire  and  hold  any  of  the  said  Treasury  Bills,  with 
the  same  rights  as  if  they  were  not  Fiscal  Agent  or 
Trustee  hereunder. 
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Section  6.  The  Fiscal  Agent  and  the  Trustee,  or 
either,  may  withdraw  and  resign  by  giving  notice  to  the 
Republic  of  such  intention,  specifying  the  date  when  it 
is  desired  such  withdrawal  shall  take  effect,  which  shall 
be  not  less  than  four  months  after  such  notice  to  the 
Republic  shall  have  been  given  unless  shorter  notice  shall 
be  accepted  by  the  Republic.  The  Fiscal  Agent  and  the 
Trustee  or  either  may  be  removed  at  any  time  by  an 
instrument  or  instruments  in  writing  executed  by  the 
holders  of  a  majority  in  amount  of  the  Treasury  Bills, 
with  the  approval  of  the  Secretary  of  State  of  the  United 
States.  In  case  the  Fiscal  Agent  or  the  Trustee  or  both 
shall  be  so  removed,  or  shall  resign,  or  shall  from  any 
cause  become  incapable  of  acting,  or  a  vacancy  from  any 
cause  shall  occur  in  the  office  of  Fiscal  Agent  or  the 
office  of  Trustee,  a  successor  or  successors  to  the  Fiscal 
Agent  or  Trustee  so  ceasing  to  act  shall,  with  the  ap- 
proval of  the  Secretary  of  State  of  the  United  States,  be 
appointed  by  tlie  Republic  by  designation  in  writing 
under  the  hand  of  the  Minister  of  Finance  of  the  Republic, 
a  counterpart  whereof  shall  be  delivered  to  such  succes- 
sor or  successors  respectively  and  a  counterpart  filed  in 
the  Department  of  State  of  tlie  Ignited  States  of  America. 

All  the  provisions  of  this  paragraph  relative  to  the 
withdrawal,  resignation  or  removal  of  the  Fiscal  Agent 
and  to  tlie  appointment  of  a  successor  shall  severally 
apply  to  each  of  the  two  firms  appointed  Fiscal  Agent 
hereunder,  except  that  in  case  of  tlie  withdrawal,  resigna- 
tion or  removal  of  either  of  said  firms,  the  remaining  firm 
shall  be  Fiscal  Agent,  and  so  long  as  such  firm  shall  con- 
tinue Fiscal  Agent,  no  successor  to  the  firm  which  may 
have  thus  withdrawn,  resigned  or  been  removed  shall  be 
appointed. 

Section  7.  The  Fiscal  Agent  in  the  custody  of  moneys 
hereunder  shall  be  liable  only  as  Bankers. 
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ARTICLE  NINTH. 

Notices. 

Any  statement,  notice,  request  or  other  communica- 
tion, under  this  Contract,  from  the  Fiscal  Agent  or  from 
the  Trustee  to  the  Republic,  shall  be  in  writing,  addressed 
"El  Ministro  de  Hacienda  de  la  Republica  de  Nicaragua", 
and  shall  be  deemed  to  have  been  duly  given  if  delivered 
at  the  Legation  of  the  Republic  in  Washington,  District 
of  Columbia,  or  at  the  Consulate  of  the  Republic  in  the 
City  of  New  York,  or  if  deposited  in  the  mails,  enclosed 
in  a  sealed,  postage-prepaid  package  addressed  as  above 
to  Managua,  Nicaragua.  Service  of  such  notice  or  other 
communication  shall  be  deemed  complete  as  of  the  date 
of  such  delivery  or  as  of  the  date  of  such  deposit  in  the 
mails;  in  each  case,  however,  a  duplicate  of  said  state- 
ment, notice,  request  or  other  communication  shall  be 
delivered  to  the  Department  of  State  of  the  United  States. 
Any  notice  or  other  communication  from  the  Republic 
to  the  Fiscal  Agent  or  to  the  Trustee  shall  also  be  in 
writing,  and  shall  be  su^ciently  given  if  addressed  to 
such  Fiscal  Agent  or  Trustee,  respectively,  and  delivered 
at  the  offices  of  the  two  firms  constituting  such  Fiscal 
Agent  or  at  the  office  of  the  Trustee,  respectively,  in  the 
City  of  New  York. 

ARTICLE   TENTH. 

General  Provisions. 

Section  1.  This  contract  shall  bind,  and  is  for  the  ex- 
clusive benefit  of  the  parties  hereto  and  of  the  holders  of 
the  Treasury  Bills  issued  hereunder.  Nothing  herein 
contained  shall  be  deemed  or  construed  as  creating  any 
trust  or  obligation  in  favor  of  or  as  conferring  any  privi- 
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lege  or  benefit  whatsoever  upon  any  of  the  holders  or 
owners  of  any  bonds,  obligations  or  other  evidences  of 
indebtedness  of  the  Republic  now  outstanding. 

Section  2.  The  provisions  of  this  Contract  shall  apply 
to  and  in  respect  of  the  firms  of  Bankers  constituting  the 
parties  of  the  third  part  as  such  firms  shall  from  time  to 
time  be  respectively  constituted  without  reference  to  any 
change  in  membership. 

Section  3.  This  Contract  shall  be  deemed  to  be,  and 
shall  be  construed  as,  a  New  York  contract,  made  for  the 
benefit  and  security  of  the  holders  from  time  to  time  of  the 
Treasury  Bills. 

Section  4.  In  case  any  controversy,  question,  dispute 
or  difficulty  whatsoever  shall  arise  regarding  the  inter- 
pretation, performance  or  otherwise  in  connection  with' 
this  agreement,  such  controversy,  question,  dispute  or 
difficulty  so  arising  shall,  unless  otherwise  provided  in  this 
Contract  or  in  the  Financial  Plan  of  1920,  immediately 
be  referred  by  any  of  the  parties  hereto  to  the  Secretary 
of  State  of  the  United  States  for  determination,  decision 
and  award  and  any  such  determination,  decision  and 
award  when  made  after  such  reference  shall  be  accepted 
by  the  parties  hereto  as  final  and  conclusive. 

Section  5.  This  Contract  has  been  submitted  to  the 
Secretary  of  State  of  the  United  States  who  perceives  no 
objection  thereto  from  the  standpoint  of  the  Department 
of  State  of  the  United  States.  Within  10  days  after  the 
ratification  of  this  Contract  by  the  Executive  and  the 
Congress  of  the  Republic,  the  Republic  shall  file  with  the 
Department  of  State  of  the  United  States  of  America  an 
original  executed  counterpart  of  this  contract. 
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Section  6.  This  Contract  shall  take  effect  and  become 
pperative  when  ratified  and  approved  by  the  Executive 
and  Congress  of  the  Republic,  provided,  however,  that 
such  approval  and  ratification  shall  be  given  on  or  before 
December  1,  1920.  In  default  of  such  approval  and 
ratification  on  or  before  said  date,  this  Contract  shall 
become  and  be  null  and  void. 

In  witness  whereof,  the  Republic  of  Nicaragua  has 
caused  this  Contract  to  be  subscribed  on  its  behalf  by 
Seuor  Don  Octaviano  Cesar,  Minister  of  Finance  and 
Financial  Agent  of  the  Republic;  the  Central  Union 
Trust  Company  of  New  York  has  caused  this  contract  to 
be  subscribed  in  its  name  by  one  of  its  Vice-Presidents, 
and  its  corporate  seal  to  be  hereunto  affixed  and  attested 
by  one  of  its  Assistant  Secretaries;  and  said  Brown 
Brothers  &  Co.  and  said  J.  &  W.  Sbligman  &  Co.  have 
hereunto  set  their  hands  and  seals  the  day  and  year  first 
above  written. 

This  contract  is  executed  in  quadruplicate. 

Octaviano  Cesar 
Minister  of  Finance  and  Financial  Agent  of 
the  Republic  of  Nicaragua. 

Central  Union  Trust  Company  op  New  York, 

By  F.  J.  Fuller 
[corporate  seal]  Vice-President. 

Attest : 

C.  P.  Stallknecht 

Assistant  Secretary. 

Brown  Brothers  &  Co.     [l.  s.] 
J.  &  W.  Seligman  &  Co.     [l.  s.] 
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Schedule  B-1. 

Form  of  Treasury  Bill. 

No I U.  S.  Gold 

KEPUBLIC  OF  NICARAGUA. 

Gold  Treasury  Bills,  Series  A,  of  1920. 

New  York,  192    . 

The  Republic  of  Nicaragua,  for  value  received,  prom- 
ises to  pay  on  the  first  day  of  192  , 
to  ,  or  order,  the  sum 
of  Dollars  (|  ),  in  gold 
coin  of  the  United  States  of  America,  at  the  offices  either 
of  Brown  Brothers  &  Co.  or  of  J.  &  W.  Seligman  &  Co., 
in  the  City  of  New  York,  in  accordance  with  the  terms  of  a 
Contract  dated  October  fifth,  1920,  between  the  Repub- 
lic, Central  Union  Tnist  Company  of  New  York,  as  Trus- 
tee, and  Brown  Brothers  &  Co.  and  J.  &  W.  Seligman  & 
Co.,  as  Fiscal  Agent,  pursuant  to  which  this  Bill  is  issued ; 
and  upon  maturity  hereof  to  pay  interest  thereon  at  the 
rate  of  9%  per  annum.  This  Bill  shall  not  be  valid  until 
it  shall  have  been  authenticated  by  the  signature  of  said 
Trustee  to  the  certificate  hereon  endorsed. 

Republic  of  Nicaragua, 
By 

Special  Delegate. 

Authenticated  as  a  bill  described  in  the  within  men- 
tioned Contract  of  October  5th,  1920. 

Dated  New  York,  ,  1920. 

Central  Union  Trust  Company  of  New  York, 

Trustee. 
By 

Assistant  Secretary. 


REPUBLIC  OF  NICARAGUA 


AND 


CENTRAL  UNION  TRUST  COMPANY 
OF  NEW  YORK 


AND 


BROWN  BROTHERS  &  CO.  and  J.  &  W.  SELIGMAN  &  CO. 


TREASURY   BILLS,   SERIES   B 

SruBt  ani  Jteral  As^nrg  Qlnntrart 


Dated:    October  5,  1920 


TREASURY  BILLS,  SERIES  B,  TRUST  AND  FISCAL 
AGENCY  CONTRACT. 

Contract  made  at  the  City  of  New  York,  this 
fifth  day  of  October,  nineteen  hundred  and  twenty, 
between  the  Kepublig  of  Nicaragua  (hereinafter 
called  the  "Republic"),  party  of  the  first  part;  Central 
Union  Trust  Company  of  New  York,  a  corpo- 
ration organized  under  the  laws  of  the  State  of  New 
York  (hereinafter  called  the  "Trustee"),  party  of  the 
second  part;  and  Brown  Brothers  &  Co.  and  J.  &  W. 
Seligman  &  Co.^  copartnerships  doing  business  in  the 
City  of  New  York  (who,  acting  together,  are  hereinafter 
called  the  "Fiscal  Agent" ) ,  parties  of  the  third  part ; 

Whereas^  the  Republic  desires  to  obtain  a  loan  for  the 
purpose  of  aiding  in  the  construction  and  equipment  of  a 
railroad  to  connect  the  Lake  of  Nicaragua  with  the 
Atlantic  Coast  at  Monkey  Point ;  and 

Whereas^  for  the  purposes  stated,  the  Republic  pro- 
poses to  create  and  issue  its  Treasury  Bills  Series  B  to  an 
aggregate  principal  amount  which,  while  not  determined, 
shall  at  no  time  exceed  $2,650,000,  United  States  gold  par 
value  outstanding,  to  be  secured  under  this  Contract  and 
as  hereinafter  stated ;  and 

Whereas_,  the  Republic  desires  the  Central  Union 
Trust  Company  of  New  York  to  act  as  Trustee  under  this 
Contract : 

Now^  therefore^  in  consideration  of  the  premises  and 

of  the  mutual  covenants  and  undertakings  hereinafter 
c 


containetl,  the  parties  hereto  covenant  and  agree  to  and 
with  each  other  as  follows : 

ARTICLE  FIRST. 

Treasury  Bills,  Series  B. 

Section  1.  The  Republic  shall,  from  time  to  time, 
but  not  later  than  ^Nlarch  1,  1924,  issue  its  Treasiirj^  Bills, 
Series  B,  in  United  States  Gold  Dollars,  but  there  shall 
never  be  outstanding  at  any  one  time  more  than  |2,650,- 
000  par  value  of  such  bills.  They  shall  be  designated  and 
known  as  "Republic  of  Nicaragua  Gold  Treasury  Bills, 
Series  B,  of  1920,"  hereinafter,  for  brevity,  called  the 
"Treasury  Bills,  Series  B,"  or  the  "Treasury  Bills." 

Section  2.  The  Treasury  Bills,  Series  B,  shall  bear 
the  same  date  as  the  date  of  their  authentication  by  the 
Trustee,  as  hereinafter  provided :  eacih  bill  shall  mature 
on  the  first  day  of  the  following  February  or  August, 
whichever  of  said  months  may  come  first,  but  in  no  case 
later  than  August  1,  1924;  they  shall  bear  interest  at  the 
rate  of  9%  per  annum  from  their  date,  payable  at  the 
same  time  as  the  principal.  The  principal  and  interest 
shall  be  payable  in  United  States  gold  coin,  of  or  equal 
to  the  standard  of  weight  and  fineness  existing  September 
1,  1920. 

In  authenticating  any  of  the  Treasury  Bills,  Series  B, 
the  Trustee  maj-  rely  and  shall  be  fully  protected  in  act- 
ing upon  the  statement  in  writing  of  the  Minister  of 
Finance  of  the  Republic  as  to  the  ratification  of  this  Con- 
tract by  the  Executive  and  Congress  of  the  Republic,  and 
as  to  the  due  registration  of  the  mortgages  hereinafter 
referred  to. 


Section  3.  The  Treasury  Bills,  Series  B,  shall  be  of 
such  denominations,  not  below  |1,000  United  States  Gold, 
as  may  be  determined  by  the  Fiscal  Agent. 

Section  4.  The  Treasury  Bills,  Series  B,  both  as  to 
principal  and  interest  shall  be  payable  at  the  offices  of 
either  Brown  Brothers  &  Co.  or  of  J.  &  W.  Seligman  &  Co. 
in  the  City  of  New  York. 

Section  5.  The  Treasury  Bills,  Series  B,  shall  be  in 
English  and  substantially  in  the  form  and  of  the  tenor 
and  purport  as  shown  in  Schedule  "C-1''  hereto  annexed: 
they  shall  be  signed  in  the  City  of  New  York  by  a  Special 
Delegate  of  the  Republic  to  be  appointed  by  the  Minister 
of  Finance;  shall  be  payable  to  the  order  of  such  person 
or  persons  as  the  Fiscal  Agent  may  designate;  and  shall 
be  transferable  by  endorsement  and  delivery.  The  print- 
ing of  the  Treasury  Bills  shall  be  under  the  direction  of 
the  Fiscal  Agent. 

Section  6.  Each  Treasury  Bill,  Series  B,  shall  bear 
endorsed  thereon  a  certificate  substantially  in  the  form 
shown  in  said  Schedule  "C-l'\  signed  by  the  Trustee 
authenticating  such  Treasury  Bill.  No  Treasury  Bill 
shall  be  valid  without  such  certificate  so  signed;  and  such 
certificate  shall  be  conclusive  evidence  that  the  Treasury 
Bill  has  been  duly  issued  in  pursuance  of  this  Contract, 
and  that  the  holder  is  entitled  to  the  benefit  thereof. 

Seciton  7.  In  ease  any  Treasury  Bill,  Series  B,  shall 
become  mutilated  or  shall  be  destroyed  or  lost,  the  Repub- 
lic may  issue,  and  thereupon  the  Trustee,  at  the  request 
of  the  Minister  of  Finance  of  the  Republic  of  Nicaragua, 
shall  authenticate  and  deliver  a  new  Treasury  Bill,  Series 
B,  of  like  amount,  tenor  and  date,  bearing  the  same  serial 


number  and  designation  in  exchange  and  substitution  for 
and  upon  cancellation  of  the  mutilated  Treasury  Bill,  or 
in  lieu  of  and  substitution  for  the  Treasury  Bill  destroyed 
or  lost;  but  in  the  case  of  a  destroyed  or  lost  Treasury 
Bill,  such  new  Treasury  Bill  shall  be  issued  only  in  the 
discretion  of  the  Republic  and  of  the  Trustee  upon  receipt 
by  the  Republic  and  by  the  Trustee  of  evidence  satisfac- 
tory'^ to  them  of  the  destruction  or  loss  of  such  Treasury 
Bill,  and  upon  receipt  also  of  indemnity  satisfactory  to 
said  Republic  and  Trustee. 

Upon  surrender  and  cancellation  of  Treasury  Bills  of 
any  denomination,  the  Republic  shall,  at  the  request  of 
the  Fiscal  Agent,  issue,  and  the  Trustee  shall  authenti- 
cate and  deliver  in  exchange  therefor  Treasury  Bills  of  a 
different  denomination  or  different  denominations  to  an 
amount  in  the  aggregate  equal  to  the  aggregate  amount 
of  the  Treasury  Bills  so  surrendered  and  cancelled. 

Section  8.  The  Loan  represented  by  the  proposed 
Treasury  Bills,  Series  B,  shall  constitute  and  is  hereby 
declared  to  be  the  direct  liability  and  obligation  of  the 
Republic,  irrespective  of  any  security  provided  hereunder, 
and  the  Republic  hereby  pledges  its  faith  and  credit  for 
the  due  and  punctual  payment  of  the  principal  and  inter- 
est of  the  Loan,  and  of  all  amounts  required  for  or  Inci- 
dent to  the  service  of  the  Loan,  and  for  the  performance 
of  all  the  undertakings  herein  contained  on  its  part  to  be 
performed. 

Section  9.  The  Treasury  Bills,  Series  B,  shall  always 
be  exempt,  both  as  to  principal  and  interest,  from  any 
and  all  imposts,  contributions  or  other  taxes  now  or  here- 
after levied  or  collected  by  or  in  the  Republic,  whether 
they  be  on  the  said  Treasury  Bills,  the  income  derived 
therefrom  or  on  the  holder  thereof,  and  whether  the  latter 
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be  a  Nicaragiian  citizen  or  a  citizen  of  a  State  friendly  or 
hostile  to  the  Republic  of  Nicaragua.  The  Republic  fur- 
thermore agrees  that  it  will  pay  and  discharge  any  and 
all  imposts  and  other  taxes  now  leviable  or  collectible  or 
which  may  hereafter  be  levied  or  collected  on  said  Treas- 
ury Bills,  Series  B,  by  the  Republic,  or  by  any  political 
authority  within  said  Republic,  whether  such  impost  or 
tax  be  on  said  Treasury  Bills,  the  income  derived  there- 
from or  on  the  holder  thereof,  and  whether  the  latter  be 
a  Nicaraguan  citizen  or  a  citizen  of  a  state  friendly  or 
hostile  to  the  Republic  of  Nicaragua. 

All  stamp  or  other  duties  and  taxes  to  which  this  Con- 
tract, and  all  other  documents,  whether  public  or  private, 
and  whether  executed  in  the  Republic  of  Nicaragua  or  in 
the  United  States  of  America,  under  the  terms  of  this 
Contract,  or  in  execution  thereof,  may  be  subject,  as  well 
as  all  notarial  and  registry  and  other  expenses  connected 
with  the  execution  and  recording  of  said  instruments, 
shall  be  paid  by  the  Republic. 

Section  10.  All  expenses  connected  with  the  printing  of 
the  Treasury  Bills,  Series  B,  and  with  their  issue,  includ- 
ing stamp  taxes,  if  any,  payable  in  the  United  States,  and 
including  the  compensation  and  expenses  of  the  Trustee 
for  authenticating  the  Bills,  shall  be  paid  by  the  Bankers 
for  account  of  the  Republic  out  of  the  moneys  mentioned 
in  subdivision  (2)  of  Section  1  of  Article  Second  of  the 
Financial  Plan  of  1920. 

Section  11,  The  Republic  hereby  represents  and  de- 
clares that  all  acts,  conditions  and  legal  formalities  which 
should  have  been  done  or  Avhich  should  have  happened 
or  existed  prior  to  the  issuance  of  the  Treasury  Bills, 
Series  B,  have  existed,  happened  or  been  done  as  required 
by  the  Constitution  and  laws  of  the  Republic  and  in 

strict  accordance  therewith. 
o 


ARTICLE  SECX)ND. 

Resources  Available  for  Payment  of  Treasury  Bills, 

Series  B. 

Section  1.  Subject  to  the  pi-ior  rijjhts  in  favor  of 
Treasury  Bills,  Series  A,  as  set  forth  in  the  Treasury  Bills, 
Series  A,  Trust  and  Fiscal  Agency  Contract  bearing  even 
date  herewith  the  following  resources  shall  be  available 
for  and  shall  be  applied  on  February  1st  and  August 
1st  of  each  year,  in  the  order  named,  to  the  payment  of 
the  Treasuiy  Bills,  Series  B,  and  of  all  other  amounts 
required  for  or  incident  to  the  service  of  the  Ix)an : 

(1)  50%  of  the  Surplus  Revenues  for  the  six  months 
ending  on  the  preceding  Januaiy  1  and  July  1  respec- 
tively, as  such  "Surplus  Revenues''  are  defined  in  the 
Financial  Plan  of  1920,  which  is  hereby  made  a  part 
hereof. 

(2)  One-half  of  the  remaining  50%  of  the  Surplus 
Revenues,  subject,  however,  to  the  prior  lien  on  said  half 
in  favor  of  the  Guaranteed  Customs  Bonds. 

(3)  Subject  to  the  prior  rights  in  favor  of  the  Re- 
public's Bonds  of  1920  as  set  forth  in  a  Bond  Trust  and 
Fiscal  Agency  Contract,  bearing  even  date  herewith,  all 
dividends  payable  after  the  date  hereof,  by  the  Ferrocarril 
del  Pacifico  de  Nicaragua,  or  by  its  successor,  or  by  the 
Ferrocarril  del  Atlantico  de  Nicaragua,  except  the  sum 
of  12,500  cordobas  semi-annually,  or  such  portion  thereof 
aa  may  be  necessary,  to  pay  for  transportation  services 
rendered  by  the  Ferrocarril  del  Pacifico  de  Nicaragua  to 
the  Republic. 


(4)  If  the  above  revenues  should  not  be  sufficient  to 
pay  the  principal  of  Treasury  Bills,  Series  B,  as  they 
respectively  mature,  the  Kepublic  may  issue  and  the 
holders  of  maturing  Treasury  Bills,  Series  B,  shall  accept 
new  Treasury  Bills,  Series  B,  in  payment  of  those  matur- 
ing on  or  before  February  1,  1924;  the  interest  on  such 
maturing  Treasury  Bills  shall,  however,  always  be  paid 
in  cash. 

(5)  If  the  revenues  mentioned  in  subdivisions  (1), 
(2)  and  (3)  above  should  be  insufficient  to  pay  the  prin- 
cipal and  interest  of  all  Treasury  Bills,  Series  B,  maturing 
on  August  1, 1924,  there  shall  be  applied  to  such  payment 
any  balance  then  remaining  unexpended  in  the  Atlantic 
Railroad  Construction  Fund  mentioned  in  an  agreement 
bearing  even  date  herewith  betAveen  the  Republic  and 
Brown  Brothers  &  Co.  and  J.  &  W.  Seligman  &  Co., 
known  as  the  "Bankers  Agreement  of  1920." 

(6)  If  the  revenues  mentioned  in  subdivisions  (1), 
(2),  (3)  and  (5)  above  should  be  insufficient  to  pay  the 
principal  and  interest  of  all  Treasury  Bills,  Series  B,  ma- 
turing on  August  1,  1924,  there  shall  be  applied  to  such 
payment  the  customs  revenues  of  the  Republic  as  pro- 
vided in  subdivision  (7)  of  Section  1  of  Article  Second  of 
the  Financial  Plan  of  1920 ; 

(7)  If  the  revenues  mentioned  in  subdivisions  (1), 
(2),  (3),  (5)  and  (6)  above  should  be  insufficient  to  pay 
the  principal  and  interest  of  all  Treasury  Bills,  Series  B, 
maturing  on  August  1, 1924,  any  other  available  resources 
of  the  Republic,  including  Bonds  of  1920  still  undisposed 
of,  shall  be  applied  to  such  payment; 

Section  2.  The  Minister  of  Finance  of  the  Republic 
may  also,  as  provided  in  the  Bankers  Agreement  of  1920, 
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w^ith  the  approval  of  the  Kailroad  Commission  and  the 
consent  of  the  Bankei^s,  apply  at  any  time  and  from  time 
to  time  to  the  payment  of  Treasury  Bills,  Series  B,  any 
part  of  the  proceeds  of  Bonds  of  1920  allocated  to  rail- 
road construction,  subject,  however,  to  the  prior  rights  of 
the  Treasury  Bills,  Series  A,  under  the  above-mentioned 
Contract  and  under  said  Bankers'  Agreement  of  1920. 

ARTICLE  THIRD. 

Security. 

Section  1.  The  principal  and  interest  of  the  Treasury 
Bills,  Series  B,  and  all  other  amounts  required  for  or  in- 
cident to  the  service  of  the  Loan,  as  also  the  performance 
by  the  Republic  of  all  of  its  obligations  under  this  Con- 
tract, shall  be  secured  as  follows : 

(a)  By  the  provisions  contained  in  Article  Second 
above,  and  by  the  agreement  of  the  Republic  as  therein 
set  forth,  to  apply  to  the  payment  of  siaid  Treasury  Bills 
the  revenues  therein  enumerated,  in  the  order  named  and 
subject  to  the  priorities  therein  mentioned. 

(6)  By  a  mortgage  and  lien  upon  all  the  property 
and  earnings  of  the  Ferrocarril  del  Pacifico  de  Nicaragua, 
or  its  successor  company,  including  all  of  its  franchises, 
concessions,  equipment  and  appurtenances,  subject  only 
to  the  first  mortgage  and  lien  in  favor  of  the  Treasury 
Bills,  Series  A,  and  the  mortgage  and  lien  to  be  created 
in  favor  of  the  Republic's  Bonds  of  1920.  In  order  that 
the  mortgage  and  lien  provided  for  hereunder,  may  be 
duly  constituted,  the  Republic,  after  acquiring  the  en- 
tire capital  stock  of  the  Ferrocarril  del  Pacifico  de 
Nicaragua,  shall  cause  said  Railroad  Company  or  its 
successor  to  execute  and  duly  record  in  favor  of  the  Trus- 
tee on  or  before  December  15,  1920,  a  mortgage  in  form 


satisfactory  to  the  Tnistee  and  deliver  to  the  Trustee  a 
certified  copy  thereof. 

(c)  By  a  mortgage  and  lien  upon  the  new  Atlantic 
Railroad,  as  and  when  the  same  shall  be  constructed,  and 
upon  all  its  franchises,  concessions,  equipment  and  appur- 
tenances, subject  only  to  the  first  mortgage  and  lien  to  be 
created  in  favor  of  the  Republic's  Bonds  of  1920,  and  the 
mortgage  and  lien  in  favor  of  the  Treasury  Bills,  Series  A. 
In  order  that  the  mortgage  and  lien  provided  for  here- 
under may  be  duly  constituted,  the  Republic  (as  the  pro- 
spective sole  owner  of  a  Railroad  Company  to  be  incor- 
porated under  the  Laws  of  the  Republic  of  Nicaragua  to 
construct,  own  and  operate  said  Atlantic  Railroad),  shall 
cause  said  Company  to  execute  and  duly  record  in  favor 
of  the  Trustee  a  mortgage  in  form  satisfactory  to  the 
Trustee. 

(d)  By  mortgages  upon  all  improvements,  exten- 
sions, additions  and  equipments  which  may  hereafter  be 
made  on  or  added  to  the  existing  Pacific  Railroad  or  the 
proposed  Atlantic  Railroad,  subject  only  to  prior  mort- 
gages and  liens  in  favor  of  the  Republic's  Bonds  of  1920 
md  of  the  Treasury  Bills,  Series  A. 

For  the  purpose  of  making  the  securities  provided  in 
this  paragraph  and  paragraphs  (6)  and  (c)  above  more 
effective,  the  provisions  of  paragraph  9  of  Article  1703  of 
the  Code  of  Civil  Procedure  of  Nicaragua  shall  be  repealed 
in  so  far  as  the  same  relate  to  the  Ferrocarril  del  Pacifico 
de  Nicaragua  and  the  Ferrocarril  del  Atlantic©  de  Nicara- 
gua, in  such  manner  that  said  Railroads  may  be  made 
subject  to  execution  and  sale  provided  that  the  public 
service  of  said  railroads  shall  not  thereby  be  suspended 
or  in  any  way  interfered  with.  To  the  above  end,  the 
Congress  of  the  Republic  shall,  in  accordance  with  the 
provisions  of  Art.  99  of  the  Constitution,  obtain  the  opin- 
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ion  of  the  Supreme  Court  of  Justice  and  consider  the 
same  at  the  same  session  at  which  the  present  contract 
shall  be  authorized  or  approved. 

(e)  By  a  pledge  of  the  entire  capital  stock  of  the 
Ferrocarril  del  Pacifico  de  Nicaragua,  or  of  its  successor, 
and  by  a  pledge  of  the  entire  capital  stock  (as  and  Avhen 
issued)  of  a  new  Railroad  Company  to  be  organized  under 
the  laws  of  Nicaragua,  to  own  and  operate  the  proposed 
new  Atlantic  Railroad  (hereinafter  called  Ferrocarril  del 
Atlantico  de  Nicaragua)  ;  said  pledges  being  subject  only 
to  prior  pledges  in  favor  of  the  Republic's  Treasury 
Bills,  Series  A,  of  1920  and  its  Bonds  of  1920. 

So  long  as  any  Treasury  Bills,  Series  B,  shall  be  out- 
standing and  until  the  completion  of  the  proposed  At- 
lantic Railroad,  any  dividends  which  may  be  payable 
upon  the  shares  of  stock  to  be  deposited  as  aforesaid, 
after  deducting  from  the  dividends  payable  by  FeiTO- 
carril  del  Pacifico  de  Nicaragua  or  its  successor  the  sum 
of  12,500  cordobas  semi-annually  or  such  portion  thereof 
as  may  be  necessary  for  payment  of  Grovernment  bills  for 
transportation,  shall,  but  only  after  the  retirement  of  all 
Treasury  Bills,  Series  A,  be  devoted  to  the  payment  of 
principal  and  interest  of  Treasury  Bills,  Series  B,  and/or 
to  the  construction  of  the  new  Atlantic  Railroad  as  pro- 
vided in  the  Bankers  Agreement  of  1920.  However,  the 
application  of  the  dividends  to  the  last  mentioned  pur- 
poses, shall  be  subject  to  the  prior  lien  in  favor  of  the 
Republic's  Bonds  of  1920,  in  case  the  Customs  revenues 
should  be  insufficient  to  meet  the  charges  on  the  Loan  rep- 
resented by  those  Bonds,  it  being  the  intention  that  said 
Customs  revenues  shall  be  primarily  liable  to  meet  those 
charges. 

The  shares  deposited  as  aforesaid  shall,  so  long  as 
there  shall  be  no  default  hereunder,  stand  in  the  name 
of  the  Minister  of  Finance  of  the  Republic,  or  such  per- 
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son  or  persons  as  lie  may,  from  time  to  time  designate, 
the  certificates  representing  sncli  shares  being  endorsed 
in  blank  by  the  respective  recordholders.  The  Minister 
of  Finance  shall  vote  snch  shares  or  canse  the  same  to  be 
voted  in  accordance  with  the  provisions  of  Section  6  of 
Article  Second  of  the  Bankers  Agreement  of  1920,  and 
generally  to  carry  out  the  purposes  and  objects  herein  and 
in  said  Agreement  set  forth,  and  shall  execute  or  cause 
to  be  executed  the  requisite  proxies  for  that  purpose.  In 
case  of  default  or  the  failure  of  the  Minister  of  Finance 
to  cause  said  shares  to  be  so  voted,  hereunder,  the  Trustee 
at  its  option,  may,  and,  if  so  requested  by  the  Fiscal 
Agent,  shall  cause  said  shares  to  be  transferred  into  its 
own  name  or  into  the  name  of  its  nominee  or  nominees. 

(/)  To  the  extent  that  the  revenues  mentioned  in  sub- 
divisions (1),  (2)  and  (3)  of  Section  1,  Article  Second 
above  (with  any  sums  applied  in  accordance  with  Section 
2  of  said  Article)  shall  be  insufficient  to  pay  the  prin- 
cipal and  interest  of  Treasury  Bills,  Series  B,  maturing 
August  1,  1924  a  lien  and  charge  is  hereby  constituted, 
upon  all  customs  duties  receivable  by  or  for  the  Republic 
on  and  after  July  1,  1924,  whether  such  customs  duties  be 
imposed  upon  exports  or  imports,  subject  only  to  the 
prior  liens  referred  to  in  subdivisions  (1)  to  (6)  inclu- 
sive, of  Section  1  of  Article  Second  of  the  Financial  Plan 
of  1920,  and  excepting  from  said  lien  and  charge  that  por- 
tion of  the  Customs  Revenues  known  as  the  "12i/2%  Sur- 
tax". 

Section  2.  The  Annual  Budget  of  the  Republic  shall 
be  paid  as  provided  in  the  Financial  Plan  of  1920 ;  and 
the  liens  at  present  existing  or  created  hereunder  and 
simultaneously  herewith  on  the  Customs  Revenues,  In- 
ternal Revenues  and  other  internal  taxes  of  the  Republic, 
and  the  lien  upon  the  12i/2%  Customs  Surtax  in  favor  of 


12 

the  Guaranteed  Customs  Bonds  of  the  Republic,  shall 
continue  in  effect;  but,  except  for  the  charge  of  said 
Annual  Budget,  and  except  for  said  liens,  the  Customs 
Revenues,  Customs  Surtax,  Internal  Revenues,  and  all 
other  taxes  of  the  Republic  shall,  so  long  as  any  of  the 
Treasury  Bills,  Series  B,  shall  be  outstanding,  be  and 
continue  free  and  clear  of  all  liens,  charges  or  encum- 
brances; and  no  such  liens,  charges  or  encumbrances 
shall  be  placed  thereon  except  with  the  consent  of  the 
High  Commission  and  of  the  Secretary  of  State  of  the 
United  States;  and  even  then  only  in  case  that  a  preferen- 
tial lien  on  such  revenues  and  taxes  shall  be  created  first, 
in  favor  of  the  Treasury  Bills,  Series  A,  and  second,  in 
favor  of  the  Bonds  of  1920,  and  third,  in  favor  of  the 
Treasury  Bills,  Series  B.  The  Republic  accordingly 
covenants  not  to  permit  any  liens  or  charges  to  be  placed 
on  said  revenues  so  long  as  any  of  its  Treasury  Bills  are 
outstanding,  except  as  aforesaid. 


ARTICLE  FOURTH. 

Collection  op  Customs. 

Except  as  may  otherwise  be  expressly  provided  under 
the  Financial  Plan  of  1920,  the  Customs  duties  of  the  Re- 
public shall  continue  to  be  collected  and  administered  by 
the  Collector  General  of  Customs  in  manner  and  form  as 
provided  in  the  Treasuiy  Bills  Agreement  of  September  1, 
1911,  between  the  Republic  of  Nicaragua  and  Brown 
Brothers  &  Co.  and  J.  &  W.  Seligman  &  Co.;  and  such 
collection  and  administration  shall  continue  until  the 
payment  in  full  of  the  Loan  represented  by  the  Treasury 
Bills,  Series  B,  and  until  the  full  discharge  of  all  obliga- 
tions of  the  Republic  under  this  Contract. 
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ARTICLE  FIFTH. 

Payment  of  Treasury  Bills. 

Section  1.  For  the  purpose  of  paying  the  principal 
and  interest  of  the  Treasury  Bills,  Series  B,  as  they 
respectively  mature,  the  Republic  shall  remit  or  cause 
to  be  remitted  to  the  Fiscal  Agent  in  New  York  the 
Revenues  mentioned  in  Article  Second,  at  least  twenty 
days  prior  to  the  date  of  such  maturities,  to  the  extent 
required  for  that  purpose;  and  the  Fiscal  Agent  shall, 
upon  the  presentation  of  outstanding  Treasuiw  Bills 
Series  B,  at  their  maturity,  pay  the  principal  and  inter 
est  thereof  with  the  sums  so  remitted.  If  the  sums  so  re 
mitted  shall  be  insufficient  to  pay  the  principal  and  in- 
terest of  all  Bills  then  maturing,  the  Fiscal  Agent  shall 
apply  such  sums  to  the  payment  of  such  Bills  in  the  order 
of  their  respective  dates  of  issue;  except  that  pref- 
.  erence  shall  always  be  given  to  Bills  representing  other 
Bills  theretofore  maturing  and  paid  through  the  issue 
of  new  Bills;  in  all  such  cases  the  dates  of  the  maturing 
Bills  shall  relate  back  to  the  dare  of  the  original  Bills 
which  they  represent  either  directly  or  through  succes- 
sive previous  renewals.  The  Bills  so  paid  shall  be  can- 
celled by  the  Fiscal  Agent,  and  having  been  so  cancelled, 
the  same  shall  thereafter  be  physically  destroyed  in  the 
presence  of  a  representative  of  the  Fiscal  Agent  and  of  a 
representative  of  the  Republic,  who  shall  join  in  the 
execution  in  quadruplicate  of  a  certificate  attesting  such 
destruction :  one  counterpart  of  such  certificate  shall  be 
delivered  to  the  Republic,  one  counterpart  to  the  Trustee, 
one  counterpart  to  the  Fiscal  Agent,  and  one  counter- 
part to  the  Secretary  of  State  of  the  United  States. 

Section  2.  Upon  the  payment  in  full  of  all  Treasury 
Bills,  Series  B,  to  be  issued  hereunder  and  of  all  other 
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sums  required,  under  this  Contract,  to  be  paid  by  the 
Republic,  or  upon  the  deposit  with  the  Fiscal  Agent  of 
a  sum  sufficient  for  such  payment ;  and  after  cancellation 
and  destruction  of  all  paid  Treasury  Bills  as  aforesaid, 
this  Contract  shall  cease  and  determine ;  and  any  securi- 
ties or  cash  tlien  held  hereunder  by  the  Fiscal  Agent  or  by 
the  Trustee  shall  be  delivered  to  or  upon  the  order  of  the 
Minister  of  Finance  of  the  Republic ;  and  the  mortgages, 
pledges  and  other  liens  securing  said  Treasury  Bills, 
Series  B,  shall  be  cancelled. 

Section  3.  All  the  usual  expenses  incurred  in  good 
faith  by  the  Fiscal  Agent  and/or  by  the  Trustee  in  con- 
nection with  the  issue,  authentication  and,  payment  of  the 
Treasury  Bills,  Series  B,  and  of  the  interest  thereon,  or 
otherwise  in  the  semce  of  the  Loan,  including  their 
reasonable  and  customary  compensation  for  all  services 
rendered  by  them  or  either  of  them  hereunder,  shall  be 
paid  by  the  Republic ;  and,  to  that  end,  Brown  Brothers  & 
Co.  and  J.  &  W.  Seligman  &  Co.  are  hereby  authorized  and 
directed  to  pay  such  expenses  and  compensation  out  of 
the  moneys  referred  to  in  subdivision  (2)  of  Section  1  of 
Article  Second,  of  the  Financial  Plan  of  1920. 


ARTICLE  SIXTH. 
Disposition  of  Treasury  Bills,  Series  B. 

Section  1.  Undated  Treasury  Bills,  Series  B,  to  the 
aggregate  amount  of  $2,650,000  par  value,  shall  forthwith 
be  executed  by  the  Republic  and  deposited  with  the 
Trustee.  Of  the  Treasury  Bills  so  deposited  |1,200,000 
face  amount  shall  be  dated  and  authenticated  by  the 
Trustee,  from  time  to  time,  upon  the  written  or  cabled  in- 
structions of  the  Minister  of  Finance  of  the  Republic  and 
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of  tlie  Railroad  Commission,  in  such  amounts  as  the  Min- 
ister of  Finance  and  the  Railroad  Commission  may  specify, 
but  only  upon  the  deposit  with  it  as  Trustee  under  Treas- 
ury Bills,  Series  A,  Trust  and  Fiscal  Agency  Contract  of 
certificates  of  stock  of  Ferrocarril  del  Pacifico  de  Nicara- 
gua as  provided  in  subdivision  ( e )  of  Section  1  of  Article 
Third  above,  and  of  a  statement  in  writing  of  the  Minister 
of  Finance  as  provided  in  Section  2  of  Article  First  above, 
showing  the  ratification  of  this  Contract  and  the  due 
registration  of  the  Mortgage  mentioned  in  subdivision  (5) 
of  Section  1  of  Article  Third  above.  The  remaining 
11,450,000  face  amount  of  Treasury  Bills,  Series  B,  shall 
be  dated  and  authenticated  by  the  Trustee  upon  similar 
instructions  from  time  to  time,  but  only  as  and  when  the 
total  amount  of  Treasury  Bills,  Series  A,  outstanding 
shall  liave  been  correspondingly  reduced.  Treasury  Bills, 
Series  B,  so  dated  and  authenticated  shall,  from  time  to 
time,  upon  written  or  cabled  order  of  the  Minister  of 
Finance  of  the  Republic  and  of  the  Railroad  Commission, 
be  delivered  to  the  Fiscal  Agent,  to  be  disposed  of  by  it  in 
accordance  with  the  terms  of  an  Agreement  of  even  date 
herewith  between  the  Republic  and  Brown  Brothers  & 
Co.  and  J.  &  W.  Seligman  &  Co.,  known  as  the  "Bankers 
Agreement  of  1920".  Such  new  Treasury  Bills,  Series  B, 
as  the  Republic  may  issue  under  Subdivision  (4)  of 
Section  1  of  Article  Second  shall,  upon  their  execution 
by  the  Republic,  be  authenticated  from  time  to  time  by  the 
Trustee  upon  the  written  or  cabled  order  of  the  Minister 
of  Finance  of  the  Republic  and  shall  be  deliyered  to  him 
or  upon  his  order  upon  the  surrender  to  the  Trustee  and 
cancellation  of  an  equal  face  amount  of  maturing  Treas- 
ury Bills,  Series  B.  Such  new  Treasury  Bills  shall  bear 
the  same  date  as  the  maturity  date  of  the  Treasury  Bills 
for  the  payment  of  which  they  are  issued. 
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AKTICLE  SEVENTH. 

Enforcement   of   Pledge   of   Railroad    Stock   Upon 

Default. 

In  case  default  shall  be  Diade  in  the  due  performance 
of  any  of  the  covenants  of  the  Republic  hereunder,  and 
such  default  sliall  continue  for  a  period  of  thirty  (30) 
days  after  written  notice  thereof  and  demand  of  perform- 
ance, the  Trustee  may  and,  if  thereunto  requested  by  the 
holders  of  a  majority  in  amount  of  the  Bills  issued  and 
outstanding  hereunder,  and  if  indemnified  to  its  satis- 
faction for  its  cost  and  expenses  in  so  doing,  shall  pro- 
ceed to  sell  the  shares  then  held  by  it  hereunder. 

The  sale  or  sales  to  be  made  as  aforesaid  shall  be  at 
public  auction  at  such  place  in  the  City  of  New  York 
and  at  such  time  and  upon  such  terms  as  the  Trustee  may 
specify. 

Notice  of  any  such  sale  shall  state  the  time  when  and 
the  place  where  the  same  is  to  be  held,  and  shall  contain 
a  brief  general  description  of  the  securities  to  be  sold; 
such  notice  shall  be  published  twice  a  week  for  two  (2) 
successive  weeks  prior  to  such  sale  in  a  daily  newspaper 
published  in  the  City  of  New  York,  and  a  copy  of  said 
notice  shall,  at  least  two  weeks  prior  to  the  date  of  sale, 
be  sent  to  the  Republic  as  hereinaftier  provided. 

The  Trustee  shall  have  the  power  in  its  discretion 
to  adjourn  any  such  sale  from  time  to  time  as  to  the 
whole  or  any  part  of  the  property  to  ibe  sold,  and  if  so 
adjourned,  sliall  have  power  to  make  such  sale  upon  the 
date  to  which  th6  adjournment  is  had,  without  further 
notice  of  the  time  or  place  to  which  the  sale  may  be  so 
adjourned. 

Upon  the  completion  of  any  such  sale  or  sales,  the 

Trustee  shall  transfer  and  deliver  such  of  the  shares  of 

stock  as  shall  have  been  sold  to  the  purchaser  or  pur- 
c 
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chasers  thereof,  and  the  same  shall  thereupon  be  freed 
and  discharged  from  the  trusts  and  lien  hereby  created. 
The  Trustee  and  its  successors  are  hereby  appointed  true 
and  lawful  attorney  or  attorneys  irrevocable  of  the  Re- 
public, in  its  name  to  make,  execute  and  deliver  to  such 
purchaser  or  purchasers  such  good  and  sufficient  assign- 
ments, transfers  or  other  instruments  as  may  be  necessary 
or  proper  to  vest  in  such  purchaser  or  purchasers  full  and 
complete  title  and  ownership  of  and  to  the  shares  of  stock 
so  sold. 

The  receipt  of  the  Trustee  for  the  purchase  money 
shall  be  sufficient  discharge  for  the  purchaser  or  pur- 
chasers of  any  of  said  shares  for  his  or  their  purchase 
money. 

Upon  any  such  sale,  the  Trustee  or  any  holder  of 
Bills  hereunder,  or  any  other  person,  may  bid  for  and 
may  purchase  the  stock  offered  for  sale  or  any  part 
thereof,  and  the  purchaser  or  purchasers  shall  have  the 
right  to  make  payment  of  the  purchase  price  by  delivery 
of  Bills  secured  hereby,  except  so  far  as  such  purchase 
price  may  be  required  to  be  paid  in  cash  for  the  purpose 
of  meeting  the  costs  and  expenses  of  such  sale.  Such 
Bills  shall,  except  as  aforesaid,  be  received  in  payment 
of  said  purchase  price  at  an  amount  equal  to  the  sum 
which  would  be  received  in  respect  thereof  upon  the  dis- 
tribution of  the  proceeds  of  sale.  In  case  the  amount  so 
payable  shall  be  less  than  the  amount  due  thereon,  said 
Bills  shall  be  returned  after  being  stamped  to  show  partial 
payments. 

The  proceeds  of  any  sale  made  as  aforesaid  shall  be 
applied  as  follows: 

1.  To  the  payment  of  the  costs  and  expenses  of 
such  sale,  including  a  reasonable  compensation  to 
the  Trustee,  its  agents,  attorneys  and  counsel,  and 
all  expenses,  liabilities  and  advances  made  or  in- 
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cuiTed  by  the  Trustee  in  the  conduct  and  enforce- 
ment of  tlie  trusts  hereby  created; 

2.  To  the  payment  of  the  whole  amount  then 
owing  upon  the  Bills  issued  hereunder,  with  inter- 
est at  the  rate  of  nine  per  cent.  (9%)  per  annum 
from  and  after  the  date  of  their  maturity,  and  in 
case  of  the  insufficiency  of  such  proceeds  for  that 
purpose,  then  to  the  payment  ratably  of  the 
amounts  owing  and  unpaid  upon  such  Bills,  with- 
out preference  of  any  Bill  over  any  other;  and 

3.  To  the  payment  of  the  surplus,  if  any,  to  the 
Republic  or  to  whomsoever  shall  be  lawfully  en- 
titled to  receive  the  same. 

ARTICLE  EIGHTH. 

'Concerning  the  Trustee  and  the  Fiscal  Agent. 

Section  1.  The  Republic  hereby  appoints  Central 
Union  Trust  Company  of  New  York,  Trustee  for  the 
Treasury  Bills,  and  hereby  appoints  Brown  Brothers  & 
Co.  and  J.  &  W.  Seligman  &  Co.,  jointly,  Fiscal  Agent  of 
the  Republic  hereunder,  in  the  United  States  of  America, 
with  full  power  to  appoint  agents,  in  the  United  States 
or  elsewhere,  to  act  for  it  in  respect  hereof ;  and  the 
Central  Union  Trust  Company  of  New  York  and  Brown 
Brothers  &  Co.  and  J.  &  W.  Seligman  &  Co.,  respectively, 
accept  such  appointments.  The  Republic  covenants  that, 
during  the  life  of  the  Treasuiy  Bills,  Series  B,  the  Repub- 
lic will  at  all  times  maintain  in  the  City  of  New  York, 
United  States  of  America,  a  Fiscal  Agency,  and  any 
successor  to  the  Central  Union  Trust  Company  of  New 
York,  as  Trustee,  shall  always  be  a  trust  company  organ- 
ized under  the  laws  of  the  State  of  New  York  and  carry- 
ing on  business  in  the  Borougli  of  Manhattan,  in  said 
City,  and  having  a  capital  and  surplus  aggregating  at 
least  two  million  dollars. 
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Section  2.  The  Trustee  and  the  Fiscal  Agent,  re- 
spectively, in  the  execution  of  the  trusts  and  duties  in- 
cumbent upon  them  hereunder  shall  be  under  full  legal 
liability  except  as  in  this  Contract  provided.  They 
respectively  may  at  any  time,  instead  of  acting  personally, 
employ  and  appoint  such  agent  or  agents,  and  attorney 
or  attorneys,  as  they  may  deem  desirable. 

Section  3.  Neither  the  Trustee  nor  the  Fiscal  Agent 
shall  be  answerable  for  the  default  or  misconduct  of  any 
agent,  attorney,  bank  or  banker  appointed  or  selected  by 
them  or  either  of  them  in  pursuance  hereof,  if  such  agent, 
attorney,  bank  or  banker  shall  have  been  selected  with 
reasonable  care;  or  for  anything  whatever  in  connection 
with  this  trust,  except  for  their  own  wilful  misconduct. 

Section  4.  The  Trustee  and  the  Fiscal  Agent,  or 
either  of  them,  may  at  any  time,  and  from  time  to  time, 
take  such  steps  as  they  may  deem  proper  for  the  enforce- 
ment of  tlie  provisions  hereof  and  for  the  protection  of  the 
rights  of  the  holders  of  Treasui'y  Bills  hereunder. 

Section  5.  The  Trustee  and  the  Fiscal  Agent  shall 
respectively  have,  in  addition  to  the  rights,  powers  and 
duties  conferred  by  law  and  otherwise  by  this  instrument, 
tlie  following  rights,  powers  and  duties : 

(a)  Each  of  them  shall,  from  time  to  time,  receive  all 
such  sums,  Treasury  Bills,  bonds,  shares  or  other  securi- 
ties as  shall  be  paid  or  delivered  to  them  respectively  in 
accordance  with  this  Contract,  and  shall  respectively  use 
and  apply  the  same  in  the  manner  herein  authorized ;  and, 
so  far  as  such  moneys  so  received  shall  suffice  therefor, 
they  shall  conduct  the  seiTice  of  the  Loan  in  accordance 
with  this  Contract  and  with  the  provisions  of  the  Treasury 
Bills. 
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(6)  They  may,  subject  to  the  express  terms  of  this 
Contract  and  of  the  Treasury  Bills,  act  in  accordance 
with  the  written  or  cable  order  of  the  Minister  of  Finance 
of  the  Republic ;  and  the  order  of  the  Minister  of  Finance 
as  aforesaid  shall  be  full  protection  to  the  Fiscal  Agent 
and  the  Trustee,  or  either  of  them,  for  action  in  accord- 
ance therewith. 

(c)  The  Trustee  and  the  Fiscal  Agent  shall  each  keep, 
in  the  City  of  New  York,  accounts  of  their  respective  re- 
ceipts and  disbursements  in  connection  with  this  Loan; 
and  statements  of  such  accounts  shall  be  rendered  by  the 
Trustee  and  the  Fiscal  Agent,  respectively,  to  the  Minis- 
ter of  Finance  of  the  Republic  and  to  the  Department  of 
State  of  the  United  States  on  April  1,  1921,  and  at 
the  expiration  of  each  twelve  months  thereafter,  and  at 
such  other  times  as  may  be  requested  by  either  of  the 
two  Governments.  From  time  to  time  as  requested,  the 
Trustee  and/or  the  Fiscal  Agent  shall  also  render  to  the 
Republic  itemized  statements  of  the  expenditures  incident 
to  the  service  of  the  Loan,  together  with  copies  of  the 
vouchers  covering  such  expenditures.  The  aforesaid 
accounts  shall  be  kept  in  separate  books  and  the  Republic 
shall  have  the  right,  at  any  reasonable  time,  to  examine 
and  make  extracts  from  said  books. 

(d)  Statements  of  accounts  rendered  by  the  Fiscal 
Agent  and  by  the  Trustee  may  be  transmitted  to  the  Re- 
public in  any  manner  in  which,  by  this  Contract,  notice 
may  be  given  to  the  Republic ;  and  shall  be  conclusive  on 
the  Republic,  save  as  specific  objection  thereto  in  writing 
by  the  Republic  shall  be  received  by  the  Fiscal  Agent  or 
by  the  Trustee,  as  the  case  may  be,  within  90  days  after 
the  transmittal  of  any  statement  of  account  to  the 
Republic. 

(e)  The  Fiscal  Agent  and  the  Trustee  shall  only  be 
chargeable  for  such  moneys  as  may  be  actually  received 
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by  them  respectively  in  the  City  of  New  York  from  the 
Republic  or  for  its  account.  Tliey  will  each  allow  interest 
at  the  rate  of  2%  per  annum  on  the  average  daily  credit 
balances  in  accounts  representing  all  their  respective 
receipts  and  disbursements,  and  the  Fiscal  Agent  and  the 
Trustee  shall  not  be  charged  or  chargeable  with  interest 
except  as  aforesaid. 

(/)  The  Fiscal  Agent  and  the  Trustee  shall  respectively 
be  protected  in  acting  upon  any  order,  notice,  request, 
consent,  certificate,  cable.  Bill,  bond  or  other  paper  or 
document  believed  by  them  respectively  to  be  genuine, 
and  to  be  signed  by  the  person  or  persons  purporting  to 
sign  the  same.  They  may  each  advise  with  legal  counsel, 
and  neither  shall  incur  any  liability  for  any  action  taken 
or  suffered  hereunder  by  them  respectively  in  accordance 
with  the  opinion  of  such  counsel.  Neither  the  Fiscal 
Agent  nor  the  Trustee  shall  incur  any  responsibility  in 
respect  of  the  validity  hereof,  or  of  said  Treasury  Bills, 
nor  in  respect  of  the  value  of  the  security  hereunder. 
The  Trustee  shall  incur  no  responsibility  in  respect  of 
the  genuineness,  validity  or  value  of  any  shares  of  stock 
deposited  with  it  or  the  validity  or  registration  of  the 
mortgages  hereinabove  provided  for.  Neither  the  Fiscal 
Agent  nor  the  Trustee  shall  incur  any  responsibility  in 
respect  of  the  disposition  of  said  Treasury  Bills  or  the 
application  of  the  proceeds  thereof,  except  as  herein 
expressly  provided;  nor  by  reason  of  the  failure  of  the 
Republic  or  of  any  other  person  or  persons  to  carry  out  or 
perform  any  covenant,  agreement  or  provision  of  this 
Contract. 

(g)  The  Fiscal  Agent  and  the  Trustee  may  each  of 
them  acquire  and  hold  any  of  the  said  Treasury  Bills, 
with  the  same  rights  as  if  they  were  not  Fiscal  Agent  or 
Trustee  hereunder. 
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Section  6.  Tlie  Fiscal  Agent  and  tlie  Trustee,  or 
either,  may  withdraw  and  resign  by  giving  notice  to  the 
Republic  of  such  intention,  specifying  the  date  when  it 
is  desired  such  withdrawal  shall  take  effect,  which  shall 
be  not  less  than  four  months  after  such  notice  to  the 
Republic  shall  have  been  given  unless  shorter  notice  shall 
be  accepted  by  the  Republic.  The  Fiscal  Agent  and  the 
Trustee  or  either  may  be  removed  at  any  time  by  an 
instrument  or  instruments  in  writing  executed  by  the 
holders  of  a  majority  in  amount  of  the  Treasury  Bills, 
with  the  approval  of  the  Secretary  of  State  of  the  United 
States.  In  case  the  Fiscal  Agent  or  the  Trustee  or  both 
shall  be  so  removed,  or  shall  resign,  or  shall  from  any 
cause  become  incapable  of  acting,  or  a  vacancy  from  any 
cause  shall  occur  in  the  office  of  Fiscal  Agent  or  the 
office  of  Trustee,  a  successor  or  successors  to  the  Fiscal 
Agent  or  Trustee  so  ceasing  to  act  shall,  with  the  approval 
of  the  Secretary  of  State  of  the  United  States,  be 
appointed  by  the  Republic  by  designation  in  writing  under 
the  hand  of  the  Minister  of  Finance  of  the  Republic, 
a  counterpart  whereof  shall  be  delivered  to  such  successor 
or  successors  respectively  and  a  counterpart  filed  in  the 
Department  of  State  of  the  United  States  of  America. 

All  the  provisions  of  this  paragraph  relative  to  the 
withdrawal,  resignation  or  removal  of  the  Fiscal  Agent 
and  to  the  appointment  of  a  successor  shall  severally 
apply  to  each  of  the  two  firms  appointed  Fiscal  Agent 
hereunder,  except  that  in  case  of  the  withdrawal,  resig- 
nation or  removal  of  either  of  said  firms,  the  remaining 
firm  shall  be  Fiscal  Agent,  and  so  long  as  such  firm  shall 
continue  Fiscal  Agent,  no  successor  to  the  firm  which  may 
have  thus  withdrawn,  resigned  or  been  removed  shall  be 
appointed. 

Section  7.  The  Fiscal  Agent  in  the  custody  of  moneys 
hereunder  shall  be  liable  only  as  Bankers. 
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AKTICLE  NINTH. 

Notices. 

Any  stiatement,  notice,  request  or  other  communica- 
tion, under  this  Contract,  from  the  Fiscal  Agent  or  from 
the  Trustee  to  the  Republic,  shall  be  in  writing,  addressed 
"El  Ministro  de  Hacienda  de  la  Republica  de  Nicaragua", 
and  shall  be  deemed  to  have  been  duly  given  if  delivered 
at  the  Legation  of  the  Republic  in  Washington,  District 
of  Columbia,  or  at  the  Consulate  of  the  Republic  in  the 
City  of  New  York,  or  if  deposited  in  the  mails,  enclosed 
in  a  sealed,  postage-prepaid  package  addressed  as  above 
to  Managua,  Nicaragua.  Semice  of  such  notice  or  other 
communication  shall  be  deemed  complete  as  of  the  date 
of  such  delivery  or  as  of  the  date  of  such  deposit  in  the 
mails;  in  each  case,  however,  a  duplicate  of  said  state- 
ment, notice,  request  or  other  communication  shall  be 
delivered  to  the  Department  of  State  of  the  United  States. 
Any  notice  or  other  communication  from  the  Republic 
to  the  Fiscal  Agent  or  to  the  Trustee  shall  also  be  in 
writing,  and  shall  be  sufficiently  given  if  addressed  to 
such  Fiscal  Agent  or  Trustee,  respectively,  and  delivered 
at  the  offices  of  the  two  firms  constituting  such  Fiscal 
Agent  or  at  the  office  of  the  Trustee,  respectively,  in  the 
City  of  New  York. 

ARTICLE  TENTH. 

General  Provisions. 

Section  1.  This  contract  shall  bind,  and  is  for  the  ex- 
clusive benefit  of  the  parties  hereto  and  of  the  holders  of 
the  Treasury  Bills  issued  hereunder.  Nothing  herein 
contained  shall  be  deemed  or  constinied  as  creating  any 
trust  or  obligation  in  favor  of  or  as  conferring  any  privi- 
lege or  benefit  whatsoever  upon  any  of  the  holders  or 
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owners  of  any  bonds,  obligations  or  other  evidences  of 
indebtedness  of  the  Eepublic  noAV  outstanding. 

Section  2.  The  provisions  of  this  Contract  shall  apply 
to  and  in  respect  of  the  firms  of  Bankers  constituting  the 
parties  of  the  third  part  as  such  firms  shall  from  time  to 
time  be  respectively  constituted  without  reference  to  any 
change  in  membership. 

Section  3.  This  Contract  shall  be  deemed  to  be,  and 
shall  be  construed  as,  a  New  York  contract,  made  for  the 
benefit  and  security  of  the  holders  from  time  to  time  of  the 
Treasury  Bills,  Series  B. 

Section  4,  In  case  any  controversy,  question,  dispute 
or  difficulty  whatsoever  shall  arise  regarding  the  inter- 
pretation, performance  or  otherwise  in  connection  with 
this  agreement,  such  controversy,  question,  dispute  or 
difficulty  so  arising  shall,  unless  otherwise  provided  in 
this  Contract  or  in  the  Financial  Plan  of  1920,  imme- 
diately be  referred  by  any  of  the  parties  hereto  to  the 
Secretary  of  State  of  the  United  States  for  determination, 
decision  and  award  and  any  such  determination,  decision 
and  award  when  made  after  such  reference  shall  be 
accepted  by  the  parties  hereto  as  final  and  conclusive. 

Section  5,  This  Contract  has  been  submitted  to  the 
Secretary  of  State  of  the  United  States  who  perceives  no 
objection  thereto  from  the  standpoint  of  the  Department 
of  State  of  the  United  States,  Within  10  days  after  the 
ratification  of  this  Contract  by  the  Executive  and  the 
Congress  of  the  Republic,  the  Republic  shall  file  with  the 
Department  of  State  of  the  United  States  of  America  an 
original  executed  counterpart  of  this  contract. 

Section  6,  This  Contract  shall  take  effect  and  become 
operative  when  ratified  and  approved  by  the  Executive 
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and  Congress  of  the  Republic,  provided,  however,  that 
such  approval  and  ratification  shall  be  given  on  or  before 
December  1,  1920.  In  default  of  such  approval  and 
ratification  on  or  before  said  date,  this  Contract  shall 
become  and  be  null  and  void. 

In  witness  whereoFj  the  Republic  of  Nicar.agua  has 
caused  this  Contract  to  be  subscribed  on  its  behalf  by 
Seuor  Don  Octaviano  Cesar,  Minister  of  Finance  and 
Financial  Agent  of  the  Republic;  the  Central  Union 
Trust  Company  of  ;New  York  has  caused  this  contract  to 
be  subscribed  in  its  name  by  one  of  its  Vice-Presidents, 
and  its  corporate  seal  to  be  hereunto  affixed  and  attested 
by  one  of  its  Assistant  Secretaries;  and  said  Brown 
Brothers  &  Co.  and  said  J.  &  W.  Seligman  &  Co.  have 
hereunto  set  their  hands  and  seals  the  day  and  year  first 
above  written. 

This  contract  is  executed  in  quadruplicate. 

Octaviano  Cesar 
Minister  of  Finance  and  Financial  Agent 
of  the  Republic  of  Nicaragua. 

Central  Union  Trust  Company  of  New  York, 

By  F.  J.  Fuller 
[corporate  seal]  Vice-President. 

Attest : 

C.  P.  Stallknecht 

Assistant  Secretary. 

Brown  Brothers  &  Co.     [l.  s.] 
J.  &  W.  Seligman  &  Co.     [l.  s.] 
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Schedule  C-1. 

Form  of  Treasury  Bill. 
No I U.  S.  Gold 

REPUBLIC  OF  NICARAGUA. 
Gold  Treasury  Bills,  Series  B,  of  1920. 

New  York,  192 

The   Republic   of   Nicaragua,   for   value   received, 
promises  to  pay  on  the  first  day  of  192     , 

to  ,  or  order,  the  sum 

of  Dollars  (I  ),  in  gold 

coin  of  the  United  States  of  America,  at  the  offices  either 
of  Brown  Brothers  &  Co.  or  of  J.  &  W,  Seligman  &  Co., 
in  the  City  of  New  York,  in  accordance  with  the  terms  of  a 
Contract  dated  October  fifth,  1920,  between  tlie  Repub- 
lic, Central  Union  Trust  Company  of  New  York,  as 
Trustee,  and  Brown  Brothers  &  Co.  and  J.  &  W.  Selig- 
man  &  Co.,  as  Fiscal  Agent,  pursuant  to  which  this  Bill  is 
issued;  and  upon  maturity  hereof  to  pay  interest  thereon 
at  the  rate  of  9%  per  annum.  This  Bill  shall  not  be  valid 
until  it  shall  have  been  authenticated  by  the  signature  of 
said  Trustee  to  the  certificate  hereon  endorsed. 

Republic  of  Nicaragua, 

By 

Special  Delegate. 

Authenticated  as  a  bill  described  in  the  within  men- 
tioned Contract  of  October  5th,  1920. 

Dated  New  York,  1920. 

Central  Union  Trust  Company  of  New  York, 

Trustee. 

By  . 

Assistant  Secretary. 

E170<h-3 
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FINANCIAL  PLAN   OF   1920. 

ARTICLE  FIRST. 

Collection  op  Customs. 

Section  1.  Except  as  otherwise  expressly  provided 
under  this  Plan,  the  Customs  duties  of  the  Republic  shall 
continue  to  be  collected  and  administered  by  the  Collector 
General  of  Customs  in  manner  and  form  as  provided  in 
the  Treasury  Bills  Agreement  of  September  1,  1911, 
between  the  Republic  of  Nicaragua  and  Messrs.  Brown 
Brothers  &  Co.  and  J.  &  W.  Seligman  &  Co.  of  New  York 
(hereinafter  called  the  "Bankers"),  such  collection  and 
administration  to  continue  until  the  payment  in  full  of 
the  Republic's  Bonds  of  1909  and  its  Guaranteed  Customs 
Bonds  at  present  outstanding/ and  of  the  Seven  Per  Cent. 
15-Year  Sinking  Fund  Gold  Bonds  of  the  Republic  of 
Nicaragua  (hereinafter  called  the  "Bonds  of  1920"),  and 
the  Republic  of  Nicaragua  Gold  Treasury  Bills,  Series  A, 
of  1920  (hereinafter  called  the  "Treasury  Bills,  Series  A, 
of  1920"),  and  of  the  Republic  of  Nicaragua  Gold  Treas- 
ury Bills,  Series  B,  of  1920  (hereinafter  called  the  Treas- 
ury Bills,  Series  B,  of  1920),  which  the  Republic  proposes 
to  issue.  All  other  provisions  of  this  Plan  shall  continue 
in  force  during  the  same  period. 

Section  2.  The  official  reports  and  statements  of  the 
Collector  General  of  Customs  with  reference  to  the  col- 
lection and  administration  of  the  Customs  duties,  shall 
be  made  as  provided  in  said  Agreement  of  September  1, 
1911,  except  that  said  reports  shall  be  made  to  the 
Republic,  to  the  Secretary  of  State  of  the  United  States, 
to  the  High  Commission  referred  to  in  Article  Seventh 
below  (hereinafter  called  the  "High  Commission"),  and 


also  to  the  Bankers  so  long  as  any  of  the  Republic's  Bonds 
of  1909,  or  the  Republic's  Bonds  of  1920,  or  the  Treasury 
Bills  of  1920,  Series  A  or  Series  B,  above  referred  to  shall 
remain  outstanding  and  unpaid  or  unprovided  for:  there- 
after said  reports  shall  be  rendered  to  the  Republic,  to  the 
Secretaiy  of  State  of  the  United  States  and  to  the  High 
Commission.  The  Republic  shall  have  the  right  at  all 
times  to  examine  the  books,  records  and  accounts  of  the 
Collector  General  of  Customs.  Such  examinations  may 
be  made  either  by  the  Minister  of  Finance,  by  the  Tri- 
bunal of  Accounts,  or  by  such  other  persons  or  agencies  as 
the  Republic  may  appoint;  but  such  examinations  shall 
be  limited  to  a  verification  of  the  correctness  of  said 
accounts;  and  neither  the  Minister  of  Finance,  nor  the 
Tribunal  of  Accounts,  nor  any  persons  nor  agencies  ap- 
pointed as  aforesaid,  shall  in  any  way  interfere  with  the 
Collector  General  of  Customs  in  the  discharge  of  his 
duties  or  in  his  administration  of  the  customs.  The 
total  annual  expense  of  collection  and  administration,  in- 
cluding the  compensation  of  the  Collector  General  of 
Customs,  shall  not  exceed  seven  per  centum  (7%)  of  the 
gross  amounts  collected,  or  such  other  reasonable  limit 
as  may,  from  time  to  time,  be  agreed  upon  by  the  Minister 
of  Finance  of  the  Republic  and  the  Bankers.  Said  limit, 
however,  shall  not  include  the  expense  of  remitting  funds 
to  New  York  or  Europe,  or  the  expense  of  exchange 
operations  or  cabling  or  counsel  fees.  The  compensation 
of  the  Collector  General  of  Customs,  and  also  the  salaries 
of  all  Customs  employees  shall  be  subject  to  a  stamp  tax 
not  exceeding  7/lOths  of  1%,  which  shall  be  included  in 
the  expenses  of  collection.  Statements  of  account  to  be 
rendered  by  the  Collector  General  as  aforesaid  shall  be 
conclusive  on  the  Republic  and  shall  be  considered  as 
definitely  approved  by  it,  unless  specific  objection  thereto 
in  w-riting  by  the  Republic  shall  be  received  by  the 
High  Commission  and  by  the  Collector  General  within 
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60  days  after  the  delivery  to  the  Republic  of  any  state- 
ment of  account. 

Section  3.  If  any  question  shall  arise  between  the 
Republic  and  the  Collector  General  regarding  any  mat- 
ters affecting  the  collection  or  administration  of  the  cus- 
toms under  this  Plan,  or  under  any  agreements  between 
the  Republic  and  the  Corporation  of  Foreign  Bondhold- 
ers, or  the  Bankers,  or  under  any  agreements  which  may 
be  entered  into  with  reference  to  the  proposed  issue  of 
Bonds  of  1920  and  Treasury  Bills  of  1920,  the  same  shall 
be  referred  to  the  High  Commission,  whose  decision 
tliereon  shall  be  final  and  binding.  If  the  question  shall 
relate  to  any  disbursement  made  or  expense  incurred  by 
the  Collector  General,  the  amount  thereof  shall  be  allowed 
and  the  Collector  General  shall  not  be  obligated  to  refund 
it,  if  it  shall  appear  to  the  High  Commission  that  the  same 
was  made  or  incurred  in  good  faith,  and  if  the  total  ex- 
penses of  collection  and  administration  shall  not  have  ex- 
ceeded the  limit  above  specified;  nevertheless,  if,  in  the 
opinion  of  the  High  Commission,  such  disbursement  or 
expense  ought  not  to  have  been  made  or  incurred,  and  if, 
in  view  of  all  the  circumstances  of  the  case  the  Bankers 
and  the  High  Commission,  by  the  unanimous  vote  of  its 
members,  should  deem  it  proper,  they  may  consent  to  the 
removal  of  the  Collector  General ;  and  the  Republic  shall 
thereupon  have  the  right  to  remove  him.  In  that  case  a 
successor  to  the  Collector  General  so  removed  shall  be 
forthwith  appointed  in  the  manner  provided  in  said  Agree- 
ment of  September  1,  1911. 

Section  4.  In  order  to  prevent  jeopardizing  the 
security  provided  for  under  this  Plan,  the  Republic  of 
Nicaragua  shall  not  alter  the  import  or  export  duties  or 
other  charges  affecting  the  entry,  exit  or  transit  of  goods, 
so  long  as  any  of  the  obligations    which    this    Plan   is 


intended  to  secure  shall  remain  outstanding  and  unpaid 
or  unprovided  for,  unless  such  changes  shall  first  be 
approved  by  the  High  Commission  and  the  Bankers. 

Section  5.  The  Surtax  of  1214%  imposed  by  the 
Republic  on  all  import  duties  shall  not  be  regarded  as 
subject  to  the  lien  of  the  various  obligations  mentioned 
in  Article  Second  below,  nor  treated  as  an  integral  part  of 
the  Customs  Revenues,  except  for  purposes  of  collection. 
The  amount  of  such  surtax,  when  collected  by  the  Col- 
lector General  of  Customs,  shall  be  deposited  in  the 
National  Bank  of  Nicaragua,  Incorporated  (hereinafter 
called  the  "National  Bank"),  and  shall  be  held  at  the 
disposal  of  the  High  Commission  of  the  Republic,  as 
Fiscal  Agent  of  the  Guaranteed  Customs  Bonds  of  the 
Republic,  to  be  applied  by  it  to  the  debt  service  in  connec- 
tion with  said  bonds. 

Section  6.  If  the  Republic,  or  any  Department  or 
Municipality  thereof,  or  any  local  hospital  or  other  Board 
shall  create  new  taxes,  or  shall,  subject  to  the  limitations 
hereinafter  provided,  increase  taxes  already  in  existence, 
this  shall  not  be  done  upon  the  basis  either  of  imports 
or  exports  of  merchandise  or  in  any  manner  which  may 
affect  the  Customs  duties  of  the  Republic. 

ARTICLE  SECOND. 

Application  op  Proceeds  of  Customs, 

Section  1.  The  revenues  received  from  the  collection 
of  customs  (except  the  amount  derived  from  the  121/4 % 
surtax  mentioned  in  Section  5  of  Article  First  hereof) 
shall  be  applied  and  disposed  of  with  preference  and 
priority  as  follows: 


(1)  The  Collector  General  shall  first  pay  all  expenses 
attending  the  collection  and  administration  of  the  Cus- 
toms. 

(2)  For  the  purpose  of  enabling  the  Bankers,  so  long 
as  any  of  the  Republic's  Bonds  of  1909  or  of  the  proposed 
Bonds  of  1920  or  of  the  Treasury  Bills  of  1920,  Series  A 
or  Senes  B  shall  remain  outstanding,  and  so  long  as  the 
Bankers  continue  to  intervene  in  the  financial  affairs  of 
the  Republic,  to  pay  expenses  incurred  by  them  (or  by  the 
Trustee  under  the  Contracts,  pursuant  to  which  the  Bonds 
and  Treasury  Bills  of  1920  may  be  issued)  for  account  of 
the  Republic  for  counsel  fees,  cabling,  traveling  ex- 
penses and  generally  expenses  of  all  kinds  connected  with 
the  financial  affairs  of  the  Republic,  including  their  own 
compensation,  the  Collector  General  of  Customs  sliall 
remit  to  the  Bankers  in  New  York  from  time  to  time,  sums 
sufficient  to  pay  said  expenses  and  to  leave  at  all  times 
a  credit  balance  in  their  hands  of  $10,000,  more  or  less, 
with  the  understanding  that  the  Bankers  shall  allow  to  the 
Republic  interest  on  its  said  credit  balance  at  the  rate 
of  2%  per  annum.  Semi-annually,  on  the  first  days  of 
January  and  July  of  each  year,  or  as  soon  thereafter  as 
may  be  practicable,  the  Bankers  shall  file  with  the  Lega- 
tion of  the  Republic  in  Washington,  and  also  with  the 
High  Commission  at  Managua,  a  detailed  statement  show- 
ing all  expenses  incurred  by  them  as  aforesaid  during  the 
preceding  six  months.  If  the  Republic  shall  object  to  the 
accounts  so  filed,  such  objection  shall  be  presented  in 
writing  both  to  the  High  Commission  and  to  the  Bankers 
within  30  days  after  such  filing  and  the  unanimous  de- 
cision of  the  High  Commission  thereon  shall  be  final  and 
conclusive.  If  the  decision  of  the  High  Commission 
should  not  be  unanimous,  the  question  involved  shall  be 
referred  to  the  Secretary  of  State  of  the  United  States, 
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whose  decision  thereon  shall  be  final.  If  no  such  objection 
shall  be  filed  within  the  period  above  mentioned,  said 
account  shall  be  final  and  binding. 

(3)  From  and  after  the  first  day  of  January,  1921, 
upon  which  date  this  Plan  sh^ll  become  effective,  the  pro- 
portionate amount  required  to  be  provided  for  the  pay- 
ment in  gold  in  Europe  of  sums  payable  in  respect  of  the 
Bonds  of  the  Republic  of  1909  in  accordance  with  the  pro- 
visions of  Contracts  dated  May  25,  1912  and  October  20, 
1917,  between  the  Republic  and  the  Corporation  of  For- 
eign Bondholders  of  Ix)ndon,  and  in  respect  of  the  service 
of  that  Loan,  including  reasonable  expenses  and  commis- 
sions, shall  be  remitted  every  month  direct  by  the  Collec- 
tor General  of  Customs  to  the  Bankers  in  New  York,  or  at 
their  option  to  the  Bank  or  Banks  in  Europe  charged  with 
the  service  of  that  debt,  in  such  way  that  the  entire  sum 
necessary  to  cover  each  half  yearly  payment  under  said 
contracts  shall  be  in  hand  at  least  a  fortnight  before  such 
payment  falls  due.  Amounts  so  received  for  account  of 
the  sinking  fund  may,  in  the  discretion  of  the  Bankers, 
be  applied  from  time  to  time  during  the  year,  to  the  pur- 
chase of  1909  Bonds  for  the  sinking  fund. 

(4 )  From  and  after  the  date  when  the  Exchange  Fund 
mentioned  in  Article  Ninth  of  the  Monetary  Law  (now 
closed  under  the  provisions  of  section  6  of  Article  Fifth  of 
the  Agreement  of  December  2,  1914,  between  the  Republic 
and  the  National  Bank)  shall  have  been  reopened,  the  pro- 
visions of  Articles  Second  and  Third  of  the  Agreement  of 
October  8,  1913,  between  the  Republic  and  the  National 
Bank  shall  again  become  operative ;  and  thereafter,  when- 
ever under  the  provisions  of  said  last  mentioned  Agree- 
ment, it  shall  become  necessary  to  replenish  said  Ex- 
change Fund,  the  amounts  required  therefor  shall  be  de- 
posited by  the  Collector  General  of  Customs  with  the  Na- 
tional Bank  as  provided  in  said  Agreement  of  October  8, 


1913 :  however,  the  provisions  of  Section  6  of  Article  Fifth 
of  the  Agreement  of  December  2,  1914  above  mentioned, 
shall  continue  in  effect  so  long  as  any  Treasury  Bills, 
Series  A,  of  1920  or  any  Treasury  Bills,  Series  B,  of  1920 
to  be  issued  under  the  Treasury  Bills  Trust  &  Fiscal 
Agency  Contracts,  dated  October  fifth,  1920,  between  the 
Republic,  Central  Union  Trust  Company  of  New  York 
and  Brown  Brothers  &  Co.  and  J.  &  W.  Seligman  &  Co., 
shall  remain  outstanding  and  unpaid. 

(5)  From  and  after  the  first  day  of  January  1,  1921, 
the  proportionate  amount  required  to  be  provided  for  the 
payment  in  gold  in  New  York  or  London  of  sums  payable 
in  respect  of  the  Bonds  of  the  Republic  of  1920  proposed 
to  be  issued  in  accordance  with  the  provisions  of  a  Con- 
tract dated  October  fifth,  1920,  between  the  Republic, 
Central  Union  Trust  Company  of  New  York,  as  Trustee, 
and  Brown  Brothers  &  Co.  and  J.  &  W.  Seligman  &  Co., 
acting  together  as  Fiscal  Agent,  shall  be  remitted  every 
month  direct  by  the  Collector  General  of  Cusitoms  to  the 
Bankers  in  New  York  or  at  their  option  to  the  Bank  or 
Banks  in  London,  charged  with  the  service  of  the  debt 
represented  by  certain  of  said  Bonds,  in  such  way  that 
the  entire  sum  necessary  to  cover  each  half  yearly  pay- 
ment under  said  Contract  shall  be  in  hand  at  least  a 
fortnight  before  such  payment  falls  due,  and  that  the  sum 
payable  with  respect  to  Sinking  Fund  shall  be  in  hand 
not  later  than  April  1st  of  each  year. 

(G)  In  case  the  other  revenues  mentioned  in  sub- 
divisions (1),  (2),  (3)  and  (5)  of  Section  1,  Article 
Second  of  a  Contract,  dated  October  fifth,  1920,  between 
the  Republic,  the  Central  Union  Trust  Company  of 
New  York  as  Trustee,  and  Brown  Brothers  &  Co.  and 
J.  &  W.  Seligman  &  Co.,  acting  together  as  Fiscal  Agent, 
providing  for  the  issue  of  Treasuiy  Bills,  Series  A,  of  1920, 
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should  be  insufficient  (with  any  sums  applied  in  accord- 
ance with  Section  2  of  Article  Second  of  said  Contract) 
to  pay  the  principal  and  interest  of  Treasury  Bills,  Series 
A,  maturing  August  1,  1924,  then,  and  in  that  case,  the 
amount  necessaiy  to  make  up  any  deficit  in  the  sum 
required  for  such  payment  shall  be  i^mitted  direct  by 
the  Collector  General  of  Customs  to  the  Bankers  in 
New  York. 

(7)  In  case  the  other  revenues  mentioned  in  Subdivi- 
sions (1),  (2),  (3),  and  (5)  of  Section  1  Article  Second 
of  the  Contract  dated  October  fifth,  1920,  between  the 
Republic,  Central  Union  Trust  Company  of  New  York 
as  Trustee,  and  Brown  Brothers  &  Co.  and  J.  &  W.  Selig- 
man  &  Co.  acting  together  as  Fiscal  Agent,  providing 
for  the  issue  of  Treasury  Bills,  Series  B,  of  1920,  should 
be  insufficient  (with  any  sums  applied  in  accordance  with 
Section  2  of  Article  Second  of  said  Contract)  to  pay 
the  principal  and  interest  of  Treasury  Bills,  Series  B, 
maturing  August  1,  1924,  then  and  in  that  ca^e  the 
amount  necessary  to  make  up  any  deficit  in  the  sum 
required  for  such  payment  shall  be  remitted  direct  by  the 
Collector  General  of  Customs  to  the  Bankers  in  New  York. 

(8)  The  balance  of  Customs  collections  in  each  six 
months'  period,  after  providing  for  the  above  payments,^ 
shall  be  deposited  by  the  Collector  General  of  Customs  in 
the  National  Bank  to  the  credit  of  the  Republic,  and 
shall  be  added  to  the  other  revenues  of  the  Republic  there 
deposited  under  this  Plan,  to  be  disposed  of  as  hereinafter 
provided. 

ARTICLE   THIRD. 

Collection  of  Tax  on  Property. 

The  Tax  upon  Property,  created  by  the  Law  of  the 
Republic   of  November  24,   1914,  shall   continue  to  be 


collected  as  provided  in  the  Agreement  of  December  2, 
1914,  between  the  Republic  of  Nicaragua  and  the  National 
Bank.  One-half  of  the  amount  so  collected  shall  be  ap- 
plied by  the  Republic  to  the  service  of  its  Guaranteed 
Customs  Bonds:  the  other  half  shall  continue  to  be  ap- 
plied as  provided  in  said  Agreement  of  December  2,  1914, 
until  the  entire  issue  of  500,000  Cordobas  of  the  Bank 
Notes  authorized  thereunder  shall  have  been  retired ;  and, 
after  such  retirement  shall  have  been  completed,  shall 
also  be  applied  by  the  Republic  to  the  service  of  its 
Guaranteed  Customs  Bonds. 

ARTICLE  FOURTH. 

Collection  of  Internal  Revenues. 

Section  1.  All  internal  revenues,  including  those  de- 
rived from  the  slaughter  tax  and  from  taxes  upon  liquors, 
tobacco,  stamps,  stamped  paper,  lead,  cartridges,  powder, 
ammunition,  post-offices,  telephones,  telegraphs  and  gen- 
erally all  other  matters  included  in  the.  catalogue  of 
fiscal  accounts,  as  also  the  forestry  and  school  taxes 
heretofore  collected  by  the  local  boards  and  any  new 
^internal  revenues  which  may  hereafter  be  created, 
whether  general  or  special,  and  air  increases  in  the  pres- 
ent internal  revenues  shall,  except  as  hereinafter  pro- 
vided, be  collected  by  collectors  under  the  Ministry  of 
Finance,  and,  as  and  when  collected,  shall  be  deposited 
with  the  National  Bank  to  be  disposed  of  in  accordance 
with  this  Plan.  Under  penalty  of  law  every  "Jefe  de 
Deposito"  or  other  receiving  officer  of  the  Republic  shall 
be  absolutely  prohibited  from  disbursing  the  funds  in  his 
possession  for  any  purpose  whatsoever;  all  such  funds 
shall  be  deposited  with  the  National  Bank  to  be  disposed 
of  under  this  Plan.  Within  five  days  after  the  end  of  each 
month,  the  Treasurer  General,  the  "Direot^or  General  dft 
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Rentas",  eacli  "Jefe  de  Deposito  de  Especies  Fiscales", 
and  ever}'  other  receiving  officer,  shall  make  a  monthly 
report  by  telegraph  or  mail,  or  both,  of  all  their  receipts, 
to  the  Minister  of  Finance  in  such  form  as  he  may  pre- 
scribe. On  or  before  tlie  fifteenth  day  of  each  month  the 
Minister  of  Finance  shall  deliver  to  the  National  Bank 
a  copy  of  all  of  said  reports  covering  the  previous  month. 

Section  2.  The  forestry  and  school  taxes  which  may 
be  collected  as  aforesaid,  as  also  any  other  special  taxes 
which  may  be  created,  shall  be  included  in  the  Budget 
and  shall  form  a  part  thereof;  all  such  special  taxes, 
however,  shall  be  credited  to  separate  accounts  and  shall, 
be  available  exclusively  for  such  special  purposes  as  ma^ 
be  specified  in  the  Budget. 

In  order  to  prevent  jeopardizing  the  security  provided 
for  under  this  Plan,  the  Republic  shall  not  alter  the  in- 
ternal revenues  above  referred  to  so  long  as  any  of  the 
obligations  which  this  Plan  is  intended  to  secure  shall 
remain  outstanding  and  unpaid  or  unprovided  for,  unless 
such  changes  shall  first  be  approved  by  the  High  Com- 
mission and  the  Bankers. 

Section  3.  The  collection  of  said  internal  revenues 
shall  continue  to  be  made  as  above  provided  by  the 
Republic  so  long  as  the  total  amount  of  such  revenues 
deposited  with  the  National  Bank  during  any  three  con- 
secutive calendar  months  shall  aggregate  not  less  than 
225,000,  "cordobas".  If  the  total  amount  of  such  revenues 
thus  coHected  and  deposited  during  any  three  consecutive 
calendar  months  should  fall  below  said  minimum  of 
225,000  "Cordobas",  the  collection  and  administration 
of  all  of  said  internal  revenues  shall  thereupon  imme- 
diately pass  to  the  Collector  General  of  Customs  who 
shall  thereafter  be  known  as  the  Collector  General  of 
National  Revenues,  and  in  that  case,  but  not  otherwise, 
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the    following    provisions    shall    immediately    become 
effective : 

(a)  Said  Collector  General  of  !N'ational  Kevenues 
(hereinafter  for  brevity  referred  to  as  "Collector  Gen- 
eral") shall  collect,  hold,  deposit,  dispose  of,  and  admin- 
ister all  the  internal  revenues  mentioned  in  sections  1  and 
2  above,  receivable  by  or  for  the  Republic. 

(&)  Before  entering  upon  the  discharge  of  his  duties 
said  Collector  General  shall,  in  addition  to  the  bond  for 
$100,000  heretofore;  filed  by  him  as  Collector  General  of 
Customs,  file  a  further  bond  with  the  Minister  of  Finance 
of  the  Republic  in  the  sum  of  $20,000  to  be  approved  by 
the  High  Commission  and  to  be  conditioned  in  the  usual 
manner  for  the  faithful  performance  of  his  duties.  The 
cost  of  said  bond  shall  be  included  in  the  collection  ex- 
penses in  the  same  manner  heretofore  obsei'^'ed  with 
reference  to  the  Bond  of  $100,000. 

(c)  With  reference  to  all  other  matters  connected  with 
the  collection  and  administration  of  internal  revenue  ;5,  in- 
cluding the  appointment,  removal  and  compensation  of 
deputies,  assistants  and  employees,  the  filing  of  bonds, 
and  the  obligation  of  the  Republic  to  take  all  action  neces- 
sary to  vest  in  the  Collector  General  full  authority  and 
to  extend  to  him  full  protection  in  the  premises,  the  pro- 
visions of  Article  Fifth  of  the  agi-eement  of  September 
1,  1911,  between  the  Republic  and  the  Bankers  shall 
govern ;  and  those  provisions,  in  so  far  as  the  same  may 
be  applicable  to  the  collection  and  administration  of 
internal  revenues,  are  hereby  incorporated  into  and  made 
a  part  of  this  Plan. 

(d)  The  compensation  which  the  Collector  General 
shall   receive  for  collecting  and   adminis^^pring  the  in 
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temal  revenues,  in  addition  to  the  compensation  then 
being  received  by  him  for  collecting  and  administering 
the  customs,  shall  be  determine<l  by  the  Bankers,  subject 
to  the  approval  of  the  Minister  of  Finance  of  the  Re- 
public; and  the  compensation  of  all  deputies,  assistants 
and  employees,  as  also  all  expenses  incident  to  the  collec- 
tion, administration  and  application  of  said  internal 
revenues  shall  be  determined  by  the  Collector  General; 
provided,  however,  that  the  total  annual  expenses  of  such 
collection,  including  the  additional  compensation  of  the 
Collector  General,  shall  not  exceed  25  per  centum  of  the 
gross  receipts  from  the  sales  of  liquor  and  tobacco  (irre- 
spective of  the  cost  of  those  articles)  or  such  other  rea- 
sonable limit  as  may  from  time  to  time  be  agreed  upon 
by  the  Minister  of  Finance  of  the  Republic  and  the  High 
Commission. 

(e)  The  Republic  hereby  irrevocably  authorizes  and 
directs  the  Collector  General,  and  it  shall  be  the  duty  of 
that  official  to  render  to  the  Republic  and  to  the  Bankers 
(so  long  as  any  Bonds  of  1909  or  Bonds  of  1920  or 
Treasui*y  Bills  of  1920  remain  outstanding  and  unpaid  or 
unpi-ovided  for),  and  thereafter  to  the  High  Commission, 
monthly  reports  of  all  revenues  collected  and  all  dis- 
bursements therefrom  in  such  form  and  detail,  and  accom- 
panied by  such  data  as  the  Minister  of  Finance  of  the 
Republic,  the  High  Commission  and  the  Bankers  may 
from  time  to  time  specify ;  and  to  pay  and  apply  all  such 
revenues  with  preference  and  priority  as  herein  pro- 
vided. 

(/)  The  Republic  shall  have  the  right  at  all  times  to 
examine  the  books,  records  and  accounts  of  the  Col- 
lector General  with  reference  to  said  internal  revenues. 
Said  examinations  may  be  made  either  by  the  Minister 
of  Finance,  by  the  Tribunal  of  Accounts,  or  by  such  other 
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persons  or  agencies  as  the  Republic  may  appoint ;  but 
such  examinations  shall  be  limited  to  a  verification  of 
the  correctness  of  said  accounts  and  neither  the  ]Minister 
of  Finance  nor  the  Tribunal  of  Accounts,  nor  any  per- 
sons or  agencies  appointed  as  aforesaid,  shall  in  any  way 
interfere  with  the  Collector  General  in  the  discharge  of 
his  duties  or  in  his  administration  of  the  internal 
revenues.  The  total  annual  expenses  of  collection  and 
administration  of  said  internal  revenues,  including  the 
additional  compensation  of  the  Collector  General,  shall 
not  exceed  the  limit  above  pi*ovided  for. 

Statements  of  account  to  be  rendered  by  the  Collector 
General  as  aforesaid,  shall  be  conclusive  on  the  Republic 
and  shall  be  considered  as  definitely  approved  by  it 
unless  specific  objection  thereto  in  writing  by  the  Re- 
public shall  he  received  by  the  Bankers  and  by  the 
Collector  General  within  sixty  (60)  days  after  the  de- 
livery to  the  Republic  of  any  such  statement  of  account. 

(g)  If  any  question  shall  arise  between  the  Republic 
and  the  Collector  General  regarding  any  matters  affecting 
the  collection  or  administration  of  the  internal  revenues 
under  this  Plan,  or  under  any  agreements  between  thu 
Republic  and  the  Corporation  of  Foreign  Bondholders  or 
the  Bankers,  or  under  any  agreements  entered  or  to  be 
entered  into  with  reference  to  the  proposed  issue  of  Bonds 
of  1920  and  the  Treasury  Bills  of  1920,  the  same  shall  be 
referred  to  the  High  Commission  whose  decision  thereon 
shall  be  final  and  binding.  If  the  question  shall  relate  to 
any  disbursement  made  or  expense  incurred  by  the  Col- 
lector General,  the  amount  thereof  shall  be  allowed  and 
the  Collector  General  shall  not  be  obligated  to  refund  it, 
if  it  shall  appear  to  the  High  Commission  that  the  same 
was  made  or  incurred  in  good  faith,  and  if  the  total  ex- 
penses of  collection  and  administration  shall  not  have 


14 

exceeded  the  limit  above  specified ;  nevertheless,  if  in  the 
opinion  of  the  High  Commission  such  disbursement  or 
expense  should  not  have  been  made  or  incurred,  and  if, 
in  view  of  all  the  circumstances  of  the  case,  the  Bankers 
and  the  High  Commission,  by  the  unanimous  vote  of  its 
members,  should  deem  it  proper,  they  may  consent  to  the 
removal  of  the  Collector  General,  and  the  Republic  shall 
thereupon  have  the  right  to  remove  him ;  in  that  case  a 
successor  to  the  Collector  General  so  removed  shall  be 
forthwith  appointed  in  the  manner  provided  in  said  agree- 
ment of  September  1,  1911. 

ARTICLE  FIFTH. 

National  Bank  as  Depositary. 

All  the  "general  revenues"  of  the  Government  as  de- 
fined in  Article  Eighth  below  shall  be  deposited  with 
the  National  Bank,  and  all  payments  made  by  the  Re- 
public shall  be  by  check  or  draft  ^f  the  Minister  of  Fi- 
nance or  of  such  deputy  as  he  may  appoint  for  that  pur- 
pose, and  such  checks  and  drafts  shall  specify  on  their 
face  the  particular  budget  account  against  which  they 
are  drawn ;  and  no  checks  or  drafts  shall  be  drawn  except 
as  thus  provided.  Balances  of  the  General  Revenues 
shall,  however,  be  transferred  semi-annually  to  Surplus 
Revenues  as  hereinafter  provided  and  held  available  for 
disposition  in  accordance  with  Article  Eighth  hereof.  All 
checks  or  drafts  paid  by  the  Bank  shall  be  retained  by  it 
and  shall  be  vouchers  for  and  conclusive  proof  of  the  pay- 
ments to  which  they  respectively  refer.  The  Bank  shall 
open  a  separate  account  for  each  item  of  the  budget  and, 
if  the  funds  to  the  credit  of  said  account  shall  be  suffi- 
cient, shall  honor  checks  or  drafts  against  the  same  up 
to  an  aggregate  amount  not  exceeding  the  amount  of  such 
respective  item,  but,  except  as  thus  expressly  provided, 
the  National  Bank  shall  not  be  obligated  to  inquire  into 
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the  correctness  of  said  payments  nor  into  the  powers 
or  authority  of  the  person  who  may  from  time  to  time 
act  as  Minister  of  Finance  or  of  the  Government  by  him 
represented,  and  all  payments  made  in  good  faith  upon 
checks  or  drafts  drawn  by  such  Minister  of  Finance  or 
by  his  deputy  shall  be  full  protection  to  the  Bank.  The 
National  Bank  shall  receive  such  compensation  for  the 
services  to  be  rendered  by  it  as  depositary  of  the  funds 
above  mentioned,  as  the  Minister  of  Finance  and  the  Bank 
may  agree. 

All  other  payments  to  be  made  by  the  National  Bank 
under  the  provisions  of  this  Financial  Plan,  or  as  deposi- 
tary of  Government  funds,  shall,  in  like  manner,  be  made 
by  check  or  draft  of  the  particular  Minister,  Commission 
or  official  authorized  by  law  to  direct  such  payments,  and 
such  checks  or  drafts  shall  specify  on  their  face  the  par- 
ticular account  against  which  they  are  drawn,  and  no 
checks  or  drafts  shall  be  drawn  except  as  thus  provided. 
The  other  provisions  of  this  Article,  with  reference  to 
the  rights,  obligations  and  liabilities  of  the  National 
Bank,  shall  apply  to  all  sucli  payments. 

ARTICLE   SIXTH. 

Budget. 

Section  1.  The  Annual  Budget  of  expenses  of  the 
Government  shall  be  prepared  by  the  Minister  of  Finance 
and  shall  be  submitted  by  him  to  the  National  Congress 
through  the  President  of  the  Republic  at  the  beginning 
of  that  body's  session.  The  Budget  so  prepared  shall 
constitute  the  official  estimate  of  receipts  and  expenses 
of  the  Republic  for  the  ensuing  fiscal  year,  and  the 
Government  of  Nicaragua  agrees  that  it  will  not  author- 
ize expenditures  beyond  those  contemplated  in  this  Plan 
so  long  as  there  remain  outstanding  and  unpaid  or  un- 
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provided  for  any  of  the  Republic's  Bonds  of  1909  or  of 
1920,  or  any  of  the  Treasury  Bills  of  1920.  Said  Budget 
shall  contain  a  statement  of  the  amount  required  during 
the  ensuing  fiscal  year  for  the  service  of  any  outstanding 
Government  loans  and  for  all  other  amounts  which  may 
be  payable  under  the  laws  then  in  force,  or  pursuant  to 
engagements  entered  into  b}^  the  Republic  or  otherwise  in 
any  manner  against  its  receipts ;  but  the  total  Government 
expenditures  under  said  Budget  (not  including  payments 
for  special  purposes  as  provided  in  Section  2  of  Article 
Fourth  above,  nor  the  amounts  payable  out  of  Customs 
duties  as  enumerated  in  Paragraphs  1  to  4  inclusive  of 
Section  1  of  Article  Second  above,  nor  the  amounts  pay- 
able in  respect  of  the  Republic's  Treasury  Bills  of  1920, 
Bonds  of  1920  and  Guaranteed  Customs  Bonds) ,  shall  not 
exceed  90,000  cordobas  per  month  for  ordinary  expenses, 
and  15,000  cordobas  per  month  additional  for  unforeseen 
expenses.  If  during  the  continuance  of  the  above  limi- 
tations the  Republic  shall  in  any  calendar  month  require 
more  than  the  105,000  cordobas  above  mentioned,  it  shall 
bring  such '  added  requirements  to  the  attention  of  the 
High  Commission,  and  upon  the  approval  of  such  High 
Commission,  further  expenses  may  be  authorized  not  ex- 
c^ding  26,666.66  cordobas  in  any  calendar  month.  If  the 
general  revenues  during  any  period  of  four  successive 
fiscal  years  should  show  an  increase  in  each  of  those  years 
over  the  general  revenues  of  the  fiscal  year  ending  June 
30,  1920,  the  annual  Budgets  for  succeeding  years  may  be 
increased  at  the  termination  of  such  period  to  an  amount 
which  shall  bear  the  same  proportion  to  the  Budget  here- 
inbefore provided  for,  as  the  average  annual  amount  of 
general  revenues  during  such  four  year  period  may  bear 
to  the  amount  of  general  revenues  for  the  fiscal  year  end- 
ing June  30, 1920.    Within  10  days  following  the  approval 
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of  said  Budget  by  Congress,  the  Minister  of  Finance  shall 
file  a  copy  thereof  with  the  National  Bank. 

Section  2,  No  amounts  payable  by  the  Republic,  ex- 
cept those  relating  to  its  external  and  internal  funded 
debts,  those  referred  to  in  subdivision  (2)  of  Section  1 
of  Article  Second  above,  and  those  connected  with  the 
survey,  construction  and  equipment  of  the  proposed  new 
Railroad  connecting  the  Lake  of  Nicaragua  with  the 
Atlantic  Ocean,  shall  be  paid  until  the  same  shall  have 
been  duly  audited  by  such  persons  or  agencies  as  the 
Minister  of  Finance  may  appoint,  except  in  special  in- 
stances approved  by  the  Minister  of  Finance. 

Section  3.  Except  in  special  cases,  approved  by  the 
Minister  of  Finance,  all  purchases  of  supplies  for  account 
of  the  Government  involving  more  than  500  cordobas 
shall  be  made  through  public  bidding. 

Section  4.  The  number  of  employees  and  their  respec- 
tive salaries  in  any  ministi-y  may  be  changed  by  the 
Minister  in  charge,  provided  the  total  amount  of  salaries 
paid  shall  not  exceed  the  total  allotted  to  that  Ministi-y 
by  the  Budget. 

Section  5.  In  case  of  deficits  in  certain  items  of  con- 
tingent budgetary  expenses  in  any  Ministry,  and  of  sur- 
pluses in  other  items  of  contingent  budgetary--  expenses 
in  the  same  Ministry  the  Executive  of  the  Republic  may 
authorize  transfers  from  one  of  said  items  to  the  other, 
provided,  however,  that  the  total  amount  of  contingent 
expenses  provided  for  in  the  Budget  for  that  particular 
Ministry  shall  not  be  exceeded ;  but  no  such  transfer  shall 
be  made  between  different  Ministries. 
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Section  6.  The  Executive  of  the  Republic  shall  con- 
sider the  advisability  and  feasibility  of  consolidating  or 
amalgamating  the  present  internal  revenue  guards  under 
the  Ministry  of  Finance  with  the  uniformed  police  of  the 
Department  of  Police  under  the  Ministry  of  Government ; 
and  if  this  shall  be  found  to  be  advisable  and  feasible, 
shall  carry  the  same  into  effect. 

Section  7.  Any  indebtedness  which  may  be  incurred 
by  the  Republic,  payable  in  money  or  in  Government 
securities  of  any  kind,  other  than  indebtedness  to  Ferro- 
carrill  del  Pacifico  de  Nicaragua  for  transportation 
charges,  shall  be  paid  exclusively  out  of  funds  appro- 
priated or  to  be  appropriated  in  the  Annual  I>udget  or 
in  a  Supplementary  Budget,  and  no  such  indebtedness 
shall  be  made  the  subject  of  a  separate  law. 

Section  8.  Certificates,  receipts  or  other  instruments 
entitling  the  holder  thereof  to  a  pension  from  the  Re- 
public, issued  subsequent  to  the  enactment  of  this  Plan, 
shall  not  be  negotiable  or  transferable;  payments  for  or 
on  account  of  such  persons  shall  be  made  exclusively  to 
the  person  in  whose  favor  the  pensions  may  be  granted,  or 
to  their  heirs,  or  legatees.  Certificates,  receipts  or  other 
instruments  of  the  character  referred  to,  issued  prior 
to  the  enactment  of  this  Plan,  shall  immediately  cease  to 
be  negotiable  and  transferable,  but  the  present  holders 
thereof,  their  heirs  or  legatees,  shall  be  entitled  to  receive 
payment  thereon,  provided  they  present  the  same  for  regis- 
tration to  the  Ministry  of  Finance  on  or  before  Feb- 
ruary 1,  1921.  Any  certificates,  receipts  or  other  instru- 
ments of  the  character  referred  to,  issued  prior  to  the 
enactment  of  this  Plan,  and  not  presented  for  registra- 
tion as  aforesaid,  shall  on  and  after  Februarv  1,  1921, 
be  void  and  of  no  effect,  and  the  Republic  shall  not  be 
liable  thereon, 
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ARTICLE  SEVENTH. 

High  Commission. 

Section  1.  The  High  Commission  heretofore  referred 
to  shall  consist  of  three  members  to  be  selected  from 
among-  the  Members  of  the  Permanent  Nicaragnan 
Group  Committee  established  during  the  Pan-American 
Financial  Conferences  held  in  Washington  in  the  years 
1915  and  1920,  and  from  the  Nicaraguan  Section  of 
the  Inter-American  High  Commission,  or  from  among 
such  other  persons  as  the  President  of  the  Eepublic 
and  the  Secretary  of  State  of  the  United  States  may 
designate.  The  President  of  the  Republic  shall  appoint 
one  of  said  members,  the  person  so  selected  to  be 
a  citizen  of  Nicaragua;  the  Secretary  of  State  of  the 
United  States  shall  appoint  another  of  said  members, 
tihe  person  so  selected  to  be  a  citizen  of  the  United  States ; 
the  third  member  shall  be  appointed  by  the  Secretary  of 
State  of  the  United  States  from  among  the  Permanent 
Nicaraguan  Group  Committee,  such  third  person  to  be  a 
citizen  of  the  United  States.  The  present  membei*s  of 
the  High  Commission  shall  continue  in  office  during  the 
pleasure  of  those  who  appointed  them,  and  until  the 
appointment  of  their  successors.  The  membei"s  of  the 
High  Commission  sliall  not  receive  any  compensation  for 
their  sei'^ices  as  such  members,  unless  agreed  to  by  the 
Minister  of  Finance  and  the  Bankers,  but  they  shall  be 
entitled  to  be  reimbursed  by  the  Republic  for  any  neces- 
sary expenses  which  they  maA'  incur  in  the  discharge 
of  their  duties. 

Section  2.  Nothing  contained  in  this  Plan  shall  be 
construed  as  conferring  upon  the  High  Commission  juris- 
diction to  consider  or  determine  auj'  questions  which  may 
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anse  between  tlie  Republic,  the  Corporation  of  Foreign 
Bondholders,  the  Central  Union  Trust  Company  of  New 
York,  Brown  Brothers  &  Co.,  J,  &  W.  Seligman  &  Co., 
the  National  Bank  of  Nicaragua,  or  any  of  them,  or  with 
reference  to  the  rights  of  any  of  said  parties  under  any 
agreements  which  they  may  heretofore  have  entered  into, 
or  which  they  may  hereafter  conclude. 

Section  3.  Except  when  otherwise  expressly  provided 
hereunder,  all  questions  over  which  the  High  Commission 
is  given  jurisdiction  under  this  Plan,  and  all  other  acts 
which  the  High  Commission  may  be  authorized  or  required 
to  i^erform  hereunder  shall  be  decided  or  effected  by 
majority  vote  of  the  Commissioners.  Subject  to  these 
provisions  and  to  this  Plan,  the  High  Commission  may 
issue  such  rules  and  regulations  as  it  may  deem  proper  for 
the  conduct  of  its  affairs. 


ARTICLE   EIGHTH. 

Application  of  Surplus  Revenues. 

Section  1.  The  "Greneral  Revenues"  of  the  Republic 
are  hereby  defined  to  mean  the  amounts  which,  in  accord- 
ance with  the  provisions  of  Paragraph  (8)  of  Section  1  of 
Article  Second,  and  of  Section  1  of  Article  Fourth,  of 
this  Plan  shall  be  deposited  with  the  National  Bank. 

Section  2.  The  "Surplus  Revenues"  of  the  Republic 
are  hereby  defined  ito  mean  the  balance  of  "General 
Revenues"  on  the  first  of  January  and  the  first  of  July 
of  each  year,  after  payment  of  the  authorized  Budget 
expenses  including  the  expenses  of  the  High  Commission 
for  the  six  months  immediately  preceding  as  provided 
in  Article  Sixth  hereof. 

D 


21 

Section  3.  Subject  to  any  payments  which  may  be 
required  to  be  made  in  accordance  with  the  provisions  of 
a  Contract  dated  October  fifth,  1920,  between  the  Repub- 
lic, Central  Union  Trust  Company  of  New  York,  Brown 
Brothers  &  Co.  and  J.  &  W.  Seligman  &  Co.,  known  as 
Bond  Trust  and  Fiscal  Agency  Contract ;  and  of  another 
Contract  of  the  same  date  between  the  same  parties, 
known  as  Treasury  Bills,  Series  A,  Trust  and  Fiscal 
Agency  Contract;  and  of  another  Contract  of  the  same 
date  between  the  same  parties  known  as  Treasury  Bills, 
Series  B,  Trust  and  Fiscal  Agency  Contract ;  the  Surplus 
Revenues  of  the  Republic,  which  shall  be  available  on 
January  1,  1921,  and  each  six  months  thereafter  shall, 
at  the  termination  of  each  semi-annual  period,  be  dis- 
posed of  and  applied  as  follows: 

(a)  50%  of  said  Surplus  Revenues  shall  remain  on 
deposit  with  the  National  Bank  and,  at  the  direction  of 
the  Bankers,  shall  be  credited  by  it  to  the  Atlantic  Rail- 
road Construction  Fund,  as  provided  in  Article  Eighth 
of  an  Agreement,  dated  October  fifth,  1920,  between  the 
Republic  and  Brown  Brothers  &  Co.  and  J.  &  W.  Seligman 
&  Co.,  known  as  Bankers  Agreement  of  1920. 

(6)  From  the  remaining  50%  of  such  Surplus  Rev- 
enues there  shall  first  be  taken  for  the  service  of  the 
Republic's  Guaranteed  Customs  Bonds  and  placed  at  the 
disposal  of  the  High  Commission  as  Fiscal  Agent  of  said 
Bonds  such  amount,  if  any,  as  may  be  required  to  make 
up  the  debt  service  of  said  Bonds  after  applying  thereto 
the  1214%  Customs  Surtax  mentioned  in  Section  5  of 
Article  First  above  and  the  proceeds  of  the  Property  Tax 
mentioned  in  Article  Third  above,  available  for  such 
service.    The  remainder  shall  be  disposed  of  as  follows : 


1.  One-lialf  shall  be  disposed  of  in  the  same  manner  as 
provided  under  (a)  above. 

2.  The  other  half  shall  be  available  for  such  public 
works  or  other  expenses  as  the  Government  may  consider 
necessary  and  shall  be  subject  to  withdrawal  from  the 
National  Bank  for  that  purpose  by  check  or  draft  of  the 
Minister  of  Finance,  or  of  such  deputy  as  he  may  appoint 
for  that  purpose. 

ARTICLE  NINTH. 

Remittances  of  Funds  to  the  United  States  and 

Europe. 

The  obligation  of  the  Collector  General  of  Customs,  of 
the  National  Bank,  and  of  the  Railroad  Commission,  to 
remit  funds  at  any  time  to  New  York  or  Europe  shall 
as  stated  below  depend  upon  the  conditions  of  the 
exchange  market  at  tlie  time.  If  the  official  or  Bank 
charged  with  the  obligation  of  remitting  shall  be  unable 
to  purchase  drafts  upon  terms  deemed  by  him  or  it  to  be 
reasonable,  remittances  may  with  the  consent  of  the 
Bankers  be  delayed  until  such  time  as  such  drafts  can  be 
purchased  upon  terms  satisfactory  to  said  official  or 
Bank  and  to  the  Bankers.  The  expenses  of  remittance, 
including  exchange,  shall  be  for  account  of  the  Republic. 

ARTICLE  TENTH. 

Notices. 

Any  statement,  notice,  request  or  other  communica- 
tion under  this  Plan  from  any  party  in  interest  to  the 
High  Commission  shall  be  in  writing  addressed  "A  la 
Alta  Comision,  Ministerio  de  Hacienda,  Managua,  Nicar- 
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agna/'  and  shall  be  deemed  to  have  been  duly  given  if 
delivered  at  the  Legation  of  the  Republic  in  Washington, 
District  of  Columbia,  or  at  the  Consulate  of  the  Republic 
in  the  City  of  ^ew  York,  or  at  the  Ministry  of  Finance  in 
the  City  of  Managua,  or  if  deposited  in  the  mails,  enclosed 
in  a  sealed  postage  prepaid  package  addressed  as  above. 
Service  of  such  notice  or  other  communication  shall  be 
deemed  complete  as  of  the  date  of  such  delivery,  or  as  of 
the  date  of  such  deposit  in  the  mails;  in  each  case,  how- 
ever, a  duplicate  of  such  statement,  notice,  request  or 
other  communication  shall  be  delivered  to  the  Depart- 
ment of  State  of  the  United  States. 

The  foregoing  is  the  Financial  Plan  referred  to  as 
"Financial  Plan  of  1920''  in  the  Bankers'  Agreement  of 
1920  between  the  Republic,  Brown  Brothers  &  Co.  and 
J.  &  AV.  Seligman  &  Co.  bearing  even  date  herewith  and 
in  the  Bond  Trust  and  Fiscal  Agency  Contract,  the  Treas- 
ury Bills  Series  A  Trust  and  Fiscal  Agency  Contract  and 
the  Treasury  Bills,  Series  B  Trust  and  Fiscal  Agency 
Contract,  all  bearing  even  date  herewith  between  the 
Republic,  Central  Union  Trust  Company  of  New  York, 
and  Brown  Brothers  &  Co.  and  J.  &  W.  Seligman  &  Co., 
and  is  hereby  accepted  as  such  Financial  Plan. 

In  witness  whereof,  the  Republic  op  Nicaragua 
has  caused  this  Contract  to  be  subscribed  on  its  behalf 
by  Seiior  Don  Octaviano  Cesar,  Minister  of  Finance  and 
Financial  Agent  of  the  Republic  of  Nicaragua;  the  Cen- 
tral Union  Trust  Company  of  New  York  has  caused 
this  contract  to  be  subscribed  in  its  name  by  one  of  its 
Vice-Presidents,  and  its  corporate  seal  to  be  hereunto 
affixed  and  attested  by  one  of  its  Assistant  Secretaries; 
and  said  Brown  Brothers  &  Co.  and  J.  &  W.  Seligman 
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&  Co.  have  hereunto  set  their  hands  and  seals  this  fifth 
day  of  October,  1920. 

OcTAViANO  Cesar 
Minister  of  Finance  and  Financial  Agent 
of  the  Republic  of  Nicaragua. 

Central  Union  Trust  Company  of  New  York, 

By  F.  J.  Fuller 
[corporate  seal]  Vice-President. 

Attest : 

C.  P.  Stallknecht 

Assistant  Secretary. 

Brown  Brothers  &  Co.     [l.  s.] 
J.  &  W.  Seligman  &  Co.     [l.  s.] 
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